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MONDAY, NOVEMBER 8, 1976 




PART I: 


EMERGENCY MEDICAL SERVICES WEEK 

Presidential proclamation. . 49083 

AWARDS 

Foreign Claims Settlement Commission rules regarding 
receipt, administration and payment; effective 11-8-76.. 49094 
FCSC publishes notice of time for filing protests. 49197 

COMMUNITY FOOD AND NUTRITION 
PROGRAM 

CSA proposes grant application procedures; comments 
by 12-8-76. ... . 49179 

DOMESTIC CRUDE OIL 

FEA issues proposed Purchaser's Report Form FEA 
P124-M-1; comments 11-15-76 .. 49113 

EQUAL CREDIT OPPORTUNITY 

FRS publishes official staff interpretation. 49087 

FRS issues proposal; comments by 12-3-76 49123 


INCOME TAXES 

Treasury/IRS withdraws and proposes regulations relat¬ 
ing to allocation and apportionment of deductions for 
computation of taxable income; comments by 12-7-76 49160 

Treasury/IRS proposal on allocation and apportionment 


of deductions to gross income; comments 12-7-76 49160 

INTERSTATE HIGHWAY 

DOT/FHWA requests comments by 11-30-76 on re¬ 
surfacing. restoration and rehabilitation.. ... 49208 

PRIVACY ACT OF 1974 

OMB report on new systems of records.. 49205 

PROCEDURE AND ADMINISTRATION 

Treasury/IRS proposal relating to treatment of unpaid 
taxes shown on amended returns; requests for public 
hearing and comments by 12-30-76 . 49178 

PRODUCTION AND UTILIZATION FACILITIES 

NRC proposes periodic updating of safety analysis re¬ 
ports; comments by 12-23-76.—... 49123 


CONTINUED INSIDE 


















reminders 


(The Item* In thU list were editorially compiled as an aid to Federal Register users Inclusion or exclusion from thu iut ^ , 

significance. Since this list is intended as a reminder, it does not include effective da^s that S ^ 


Rules Going Into Effect Today 


EPA—Massachusets Implementation Plan, 
revision . 44395; 10-8-76 


Labor—Programs under Comprehensive 
Employment and Training Act; proce¬ 
dures for purchase of training and serv¬ 
ices from Job Corps Centers 44393; 

10-8-76 

USDA/AMS—Peaches grown in Mesa 
County, Colorado; redefinition of dis¬ 
tricts ... 43709; 10-4-76 


List of Public Laws 

Note: No public bills which have become 
law were received by the Office of the Federal 
Register for Inclusion in today's List of 
Public Laws. 


AGENCY PUBLICATION ON ASSIGNED DAYS OF THE WEEK 

The six-month trial period ended August 6. The program is being continued on a voluntary basis (see OFR 
notice, 41 FR 32914, August 6, 1976). The following agencies have agreed to remain in the program: 


Monday 

Tuesday 

Wednesday 

Thursday 

Friday 

NRC 

USDA/ASCS 


NRC 

USDA/ASCS 

DOT/COAST GUARD 

USDA/APHIS 


DOT/COAST GUARD 

USDA/APHIS 

DOT/NHTSA 

USDA/FNS 


DOT/NHTSA 

USDA/FNS 

DOT/FAA 

USDA/REA 


DOT/FAA 

USDA/REA 

DOT/OHMO 

CSC 


DOT/OHMO 

CSC 

DOT/OPSO 

LABOR 


DOT/OPSO 

LABOR 


HEW/FDA 



HEW/FDA 


Documents normally scheduled on a day that will be a Federal holiday will be published the next work day 
following the holiday. 

Comments on this program are still invited. Comments should be submitted to the Day-of-the-Week Program 
Coordinator, Office of the Federal Register, National Archives and Records Service, General Services Adminis¬ 
tration, Washington, D.C. 20408. 


ATTENTION: For questions, corrections, or requests for information please see the list of telephone numbers 
appearing on opposite page. 




Published dally. Monday through Friday (no publication on Saturdays, Sundays, or on official Federal 
holidays), by the Office of the Federal Register, National Archives and Records Service, General Services 
Administration, Washington, D.C. 20408, under the Federal Register Act (49 Stat. 500, as amended; 44 U.S.C., 
Ch. 15) and the regulations of the Administrative Committee of the Federal Register (1 CFR Ch. I). Distribution 
is made only by the Superintendent of Documents, XJB. Government Printing Office, Washington, D.C. 20402. 


The Federal Register provides a uniform system for making available to the public regulations and legal notices Issued 
by Federal agencies. These Include Presidential proclamations and Executive orders and Federal agency documents having 
general applicability and legal effect, documents required to be published by Act of Congress and other Federal agency 
documents of public interest. Documents are on file for public inspection in the Office of the Federal Register the day before 
they are published, unless earlier filing is requested by the issuing agency. 


The Federal Register will be furnished by mall to subscribers, free of postage, for $5.00 per month or $50 per year, payable 
In advance. The charge for Individual copies is 76 cents for each issue, or 76 cents for each group of pages as actually bound. 
Remit check or money order, made payable to the Superintendent of Documents, U.S. Government Printing Office. Washington. 
D.O. 20402. 


There are no restrictions on the republlcatlon of material appearing In the Federal Register. 
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INFORMATION AND ASSISTANCE 


Questions and requests for specific information may be directed to the following numbers. General inquiries 
may be made by dialing 202-523-5240. 


FEDERAL REGISTER, Daily Issue: 

Subscriptions and distribution. 202-783-3238 

"Dial • a • Regulation" (recorded 202-523-5022 


summary of highlighted docu¬ 
ments appearing in next day’s 
issue). 

Scheduling of documents for 523-5220 

publication. 

Copies of documents appearing in 523-5215 

this issue. 

Corrections . 523-5286 

Public Inspection Desk. 523-5215. 

Finding Aids. 523-5227 

Public Briefings: *'How To Use the 523-5282 

Federal Register." 

Code of Federal Regulations (CFR).. 523-5266 

Finding Aids . 523-5227 


PRESIDENTIAL PAPERS: 

Executive Orders and Proclama- 523-5233 

tions. 

Weekly Compilation of Presidential 523-5235 

« 

Documents. 

Public Papers of the Presidents.. 523-5235 

Index . 523-5235 

PUBLIC LAWS: 

Public Law dates and numbers 523-5237 

Slip Laws . 523-5237 

U.S. Statutes at Large . 523-5237 

Index . 523-5237 

U.S. Government Manual . 523-5230 

Automation . 523-5240 

Special Projects . 523-5240 


HIGHLIGHTS—Continued 


RAILROAD NOISE EMISSION STANDARDS 

DOT/FRA proposal on compliance regulations; com¬ 
ments by 12-22-76. ... . 49183 

RURAL HOUSING 

USDA/FmHA changes effective date for new guaranteed 

loan regulations to 1-1-77 ... .. ... 49109 

SUPERVISION OF BORROWERS 

USDA/FmHA revises requirements for audits; effective 

10-8-76 . 49104 

MEETINGS— 

Commerce/EDA: Environmental Impact Statement for 
the 1980 Winter Olympic Games, 11-10 and 

11-18-76 . 49190 

Commission of Fine Arts, 11-23-76 49190 

DOT/FAA: Technical Advisory Committee, 11-29 and 

11-30-76 49208 

NHTSA: National Motor Vehicle Safety Advisory 

Council, 11-30, 12-1 and 12-2-76 . 49209 

Electronic Fund Transfers National Commission, 11- 

10-76 49201 

FEA: Rate Design Initiatives Subcommittee of the State 
Regulatory Advisory Committee, 11-23-76 49193 


FPC: Transmission, Distribution and Storage Tech¬ 
nical Advisory Task Force-Rate Design. 11-23—76.. 49195 
Interior/GS: Interagency Advisory Committee on Water 
Data and Advisory Committee on Water Data for 
Public Use, 11-30 through 12-2-76 49199 

NFAH: Education Panel, 12-14 and 12-15-76 . 49201 

Fellowships Panel, 12-15, 12-17, 12-20 and 

12-28-76 . . ...... . 49201 

Research Grants Panel (2 documents) 12-3 and 

12 “ 10 - 76 .. .. 49202 

N5F: International Decade of Ocean Exploration Pro- 

posal Review Panel, 12-1-76. 49202 

State/AID: Board for International Food and Agri- 

iio^! tUral Deve,0 P m « n t 11-22-76 . 49208 

SDA/amS: Shippers Advisory Committee, 11-23 and 
11-30-76 . 49188 


CHANGED MEETING— 

DOT/FRA: Minority Business Resource Center Advisory 

Committee, 11-17-76 ._. 49209 

NRC: Advisory Committee on Reactor Safeguards, 11- 

11 thru 11-13-76 .... . 49204 

POSTPONED MEETINGS— 

NRC: Advisory Committee on Reactor Safeguards, Sub¬ 
committee on Emergency Core Cooling Systems 
(ECCS), 11-6-76 ... 49203 

PART II: 

ECONOMIC IMPLICATIONS AND 
INTERRELATIONSHIPS 

FCC publishes policies and practices relating to customer 
interconnection, jurisdictional separations and rate 
structures . . . . . 49215 

PART III: 

RULES OF PRACTICE 

ICC proposes revision in order to facilitate and expedite 
proceedings; comments by 1-7-77 ... 49281 

PART IV: 

LOW INCOME HOUSING 

HUD regulations concerning fair market rents and con¬ 
tract rent automatic annual adjustment factors; effective 
11-8-76 .. . 49439 

PART V: 

PRIVACY ACT, 1974 

Inter-American Foundation publishes currently main¬ 
tained system of records .. . 49469 

iii 
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THE PRESIDENT 

Proclamations 

Emergency Medical Services 
Week___ 49083 

EXECUTIVE AGENCIES 

AGENCY FOR INTERNATIONAL 
DEVELOPMENT 


Notices 

Committees; establishment, re¬ 
newals. etc.: 

Research Advisory Committee; 

renewal_ 49208 

Meetings: 

International Food and Agricul¬ 
tural Development Board- 49208 

AGRICULTURAL MARKETING SERVICE 
Rules 

Grapefruit; imported_49109 

Milk marketing orders; 

Chicago -49110 

Proposed Rules 
Milk marketing orders: 

New Orleans-Mississippi and 
Greater Louisiana_49112 

Notices 

Grain standards; inspection points; 

Louisiana_49188 

Meetings: 

Shippers Advisory Committee. 49188 


AGRICULTURE DEPARTMENT 

See Agricultural Marketing Serv¬ 
ice; Farmers Home Administra¬ 
tion. 

ARTS AND HUMANITIES. NATIONAL 
FOUNDATION 


Notices 

Meetings: 

Education Panel Advisory Com¬ 
mittee _ 49201 

Fellowships Panel Advisory 

Committee _ 49201 

Research Grants Panel Advi¬ 
sory Committee (2 docu¬ 
ments) _ 49202 


CIVIL AERONAUTICS BOARD 
Proposed Rules 

Tariffs of air carriers and for¬ 
eign air carriers, construction, 
publication, etc.: 

Charter tariff publication serv¬ 


ice; correction_49151 

Notices 

Hearings , etc.: 

American Airlines, Inc. et al.; 

correction_49189 

Algo, SJV- 49188 

International Air Transport As¬ 
sociation; correction_49188 

Lineas Aereas Costarricenses, 

SA..49188 

Silvas Air Lines_49189 


COAST GUARD 
Notices 

Commercial Diving Standards; 
public hearing; republication— 49208 

COMMERCE DEPARTMENT 

See Economic Development Ad¬ 
ministration; National Bureau 
of Standards. 

COMMUNITY SERVICES ADMINISTRATION 
Proposed Rules 

Community Action Programs: 

Food and nutrition program... 49179 

CUSTOMS SERVICE 
Notices 

Countervailing duty petitions: 

Chains and parts of cast iron, 
iron or steel from Italy_ 49209 

ECONOMIC DEVELOPMENT 
ADMINISTRATION 

Notices 

Meetings: 

Winter Olympic 1980 games—. 49190 

ELECTRONIC FUND TRANSFERS, 
NATIONAL COMMISSION 

Notices 

Meetings: 

Regulatory Issues and Provid¬ 
ers Committees_ 49201 

ENVIRONMENTAL PROTECTION AGENCY 


Notices 

Pesticide applicator certification; 

State plans: 

North Dakota_49190 

FARMERS HOME ADMINISTRATION 
Rules 

Borrowers, supervision of; reports 

and audits requirements_49104 

Guaranteed loans; rural housing 

loans -49109 


FEDERAL AVIATION ADMINISTRATION 


Rules 

Airworthiness directives: 

Avions Marcel Dassault_ 49088 

Boeing (2 documents) 49088, 49089 

Grumman American_ 49089 

Jet routes_ 49091 

Reporting points,_ 49090 

Restricted areas_ 49091 

Transition areas_ 49090 

VOR Federal airways (2 docu¬ 
ments) _._ 49090 

Proposed Rules 

Restricted areas_49149 


Notices 

Meetings: 

Technical Advisory Committee. 49208 


FEDERAL COMMUNICATIONS 
COMMISSION 


Rules 

FM broadcast stations; table of 
assignments; 

Florida_ 49097 

New Mexico_49103 

South Dakota_49101 

Wyoming et al- 49095 

Organization and functions: 

Chairman arid Executive Direc¬ 
tor. procurement and contract 

activities _ 49095 

Radio frequency devices: 

Receiver certification program 
extension, technical specifica¬ 
tions, etc.: correction_ 49095 

Television broadcast stations; ta¬ 
ble of assignments: 

Arkansas_49103 

Proposed Rules 

Domestic public radio services: 

One-way signaling, primary ba¬ 
sis _ 49182 

FM broadcast stations; table of 
assignments: 

Nebraska_49182 


Notices 

Customer interconnection, juris¬ 
dictional separations and rate 
structures; economic implica¬ 
tions and interrelationships aris¬ 
ing from related policies- 49215 

Domestic public radio services; 
applications accepted for filing. 49191 

FM broadcast stations; table of 
assignments: 

California and Pennsylvania; 
petitions for reconsideration 
of actions-49193 

Television stations: 

VHF stations; table of assign¬ 
ments _ 49193 

FEDERAL ENERGY ADMINISTRATION 

Proposed Rules 

Petroleum price regulations, man¬ 
datory: 

Crude oil. domestic; purchaser's 
monthly report-49113 

Notices 

Committees, establishment, re¬ 
newals, etc.: 

State Regulatory Advisory Com- 
mittee-- 49193 

Meetings: 

Rate Design Initiatives Subcom¬ 
mittee of the State Regulatory 
Advisory Committee- 491W 

FEDERAL HIGHWAY ADMINISTRATION 

Notices 

Interstate resurfacing, restoration 
and rehabilitation study; in- g 
quiry- 
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FEDERAL INSURANCE ADMINISTRATION 

Rules 

Flood Insurance Program, Na¬ 
tional; flood elevation deter¬ 
minations, etc.: 


Georgia - 49093 

Wisconsin _ 49094 


Proposed Rules 

Flood Insurance Program, Na¬ 
tional; flood elevation deter¬ 
minations, etc.; 

Florida.. 49155 

Georgia _49152 

Minnesota (3 documents) _ 49162, 

49154, 49155 

Missouri (2 documents) - 49159 

New Jersey (4 documents)---- 49151, 
49156. 49158 

North Carolina <2 documents). 49153. 

49157 

Ohio.. 49156 

FEDERAL MARITIME COMMISSION 

Notices 

Casualty and nonperformance, 
certificates: 

Flagship Cruises Ltd., and Flag¬ 
ship Cruises, Inc. and Kom- 
mandittselskapet Sea Venture 


A/S & Co—. 49195 

Agreements filed, etc.: 

Calcutta, East Coast of India & 
Bangladesh/U.S.A. Confer¬ 
ence . 49194 

Lykes Bros. Steamship Co., Inc. 

and Kerr Steamship Co., Inc- 49194 
Moore-McCormack Lines Inc. 
and States Steamship Co_49194 


FEDERAL POWER COMMISSION 

Notices 

Meetings: 

Transmission. Distribution & 
Storage Technical Advisory 


Task Force-Rate Design _ 49195 

FEDERAL RAILROAD ADMINISTRATION 

Proposed Rules 

Railroad noise emission compli¬ 
ance - 49183 

Notices 

Meetings: 

Minority Business Resource 
Center, correction _ 49209 


FEDERAL RESERVE SYSTEM 

Rules 

Equal credit opportunity; furnish¬ 
ing of credit information; in¬ 
terpretation .. 49087 

Proposed Rules 

Equal credit opportunity, nondis¬ 


crimination on basis of sex 
or marital status: 

Authority, definitions, etc.49123 

Notices 

Applications, etc.: 

Bank Land Co..49195 

First Michigan Bank Corp_49195 

Royal Trust Co. & Royal Trust 

Bank Corp- 49196 

Texarkana National Banc- 
shares, Inc_ 49197 


FINE ARTS COMMISSION 


Notices 

Meeting __ 49190 

FISH AND WILDLIFE SERVICE ' 

Notices 

Endangered species permits; ap¬ 
plications _ 49198 

Marine mammal applications, 
etc.: 

Kooyman, G. L _ 49199 

McGinnis, Samuel M __ 49198 


FOREIGN CLAIMS SETTLEMENT 
COMMISSION 


Rules 

War Claims Act; protests, filing 
and procedure _ 49094 

Notices 

Awards, certain, granted under 
Public Law 87-846; protests, 
filing time _ 49197 


GEOLOGICAL SURVEY 
Notices 

Meetings: 

Water Data for Public Use Ad¬ 
visory Committee and Water 
Data Interagency Advisory 
Committee_49199 

HOUSING AND URBAN DEVELOPMENT 
ADMINISTRATION 

See also Federal Insurance Admin¬ 
istration. 

Rules 

Low-income housing: 

Fair market rents and contract 
rent automatic annual ad¬ 
justment factors_ 49439 

INTER-AMERICAN FOUNDATION 
Notices 

Privacy Act of 1974, systems of 
records___ 49469 

INTERIOR DEPARTMENT 

See also Fish and Wildlife Serv¬ 
ice; Geological Survey. 

Notices 

Environmental statements; avail¬ 
ability, etc.: 

Mattamuskeet National Wild¬ 
life Refuge. N.C_ 49200 

INTERNAL REVENUE SERVICE 

Proposed Rules 

Income taxes: 

Gross income; allocation and 


apportionment of deductions. 4916C 
Gross income; allocation and 
apportionment of deductions; 
hearing ...._4916' 

Procedure and administration: 

Tax returns, amended; unpaid 
taxes shown_49178 

Notices 

Authority delegations: 

Assistant Commissioner (Com¬ 
pliance) _49209 


INTERSTATE COMMERCE COMMISSION 
Proposed Rules 

Practice rules: 

Updating, clarification and im¬ 
provement of rules; inquiry-. 49281 

Notices 

Fourth section applications for re¬ 
lief _ 49210 

Motor carriers: 

Temporary authority applica- 
tiqns_ 49210 

JUSTICE DEPARTMENT 

See National Institute of Correc¬ 
tions. 

MANAGEMENT AND BUDGET OFFICE 


Rules 

Freedom of information_ 49085 

Notices 

National Supply System Advisory 

Board; charter_ 49205 

Privacy Act of 1974, systems of 
records_ 49205 


NATIONAL BUREAU OF STANDARDS 

Notices 

NBS radio stations; discontinu¬ 
ance of certain broadcasts; in¬ 
quiry; correction _ 49190 

NATIONAL HIGHWAY TRAFFIC SAFETY 
ADMINISTRATION 

Notices 

Meeting: 

National Motor Vehicle Safety 
Advisory Council - 49209 

NATIONAL INSTITUTE OF CORRECTIONS 

Notices 

Grant and contract review proc¬ 
ess _ 49200 

NATIONAL SCIENCE FOUNDATION 

Notices 

Meetings: 

International Decade of Ocean 
Exploration Proposal Review 
Panel .. 49202 

NUCLEAR REGULATORY COMMISSION 

Proposed Rules 

Production and utilization facili¬ 
ties; licensing: 

Safety analysis reports; up¬ 
dating _ 49123 

Notices 

Meetings: 

Advisory Committee on Reactor 
Safeguards; Subcommittee on 
Emergency Core Cooling Sys¬ 
tems « ECCS) , postponed; re¬ 
publication _ 49203 

Advisory Committee on Reactor 
Safeguards; republication _ 49204 

Applications, etc.: 

Duke Power Co. (2 docu¬ 
ments > _ 49202 

Northern States Power Co. et al. 49203 
Southern California Edison Co. 
et al _ 49203 
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SECURITIES AND EXCHANGE 
COMMISSION 

Rules 

Securities Exchange Act: 

Self-regulatory organizations; 
responsibilities allocation pro¬ 
gram _ 49091 

Notices 

Allocation of certain regulatory re¬ 
sponsibilities; public hearings.. 49206 
Hearings, etc.: 

Middle South Utilities. Inc., 
et al... 49207 


STATE DEPARTMENT 

See Agency for International De¬ 
velopment. 

TRANSPORTATION DEPARTMENT 

See Coast Guard; Federal Aviation 
Administration; Federal High¬ 
way Administration; Federal 
Railroad Administration; Na¬ 
tional Highway Traffic Safety 
Administration. 

TREASURY DEPARTMENT 

See Customs Service; Internal 
Revenue Service. 


“THE FEDERAL REGISTER—WHAT IT 
IS AND HOW TO USE IT” 

Weekly Briefings at the Office of the 
Federal Register 

(For Details, See 41 FR 46527, Oct. 21, 1976) 
RESERVATIONS: JANET SOREY, 523-5282 


list of cfr ports affected In this Issue 


The following numerical guide is a list of the parts of each title of the Code of Federal Regulations affected by documents published in today's 
Issue. A cumulative list of parts affected, covering the current month to date, follows beginning with the second issue of the month. 

A Cumulative List of CFR Sections Affected is published separately at the end of each month. The guide lists the parts and sections affected 
by documents published since the revision date of each title. 


3 CFR 


14 CFR 


26 CFR 


Proclamations: 


4476_ 49083 

5 CFR 

1303_ 49085 

7 CFR 

944_ 49109 

1030_ 49110 

1802._ 49104 

1980..-..49109 

Proposed Rules: 

1094.49112 

1096_ .49112 

10 CFR 

Proposed Rules: 

50. 49123 

212. 49113 

12 CFR 

202_ 49087 

Proposed Rules: 

202. 49123 


39 (4 documents)_ 49088, 49089 

71(4 documents)_ 49090 

73.-____ 49091 

75_ 49091 

Proposed Rules: 

71_49149 

73...49149 

221_ 49151 

17 CFR 

240.. 49091 

24 CFR 

888 .. 49440 

1917 (2 document*)_ 49093, 49094 

Proposed Rules: 

1917 (14 documents) 49151-49159 


Proposed Rules: 


1 (2 documents)- 

301_ 
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- 49178 

45 CFR 

581 

_ 49094 

Proposed Rules: 

1061 

—.49179 

47 CFR 

_ 49095 

15 

_ 49095 

73 (5 documents)- 

.. 49095-49103 

Proposed Rules: 

21 _ 

.. 49183 

73 

... 49182 

49 CFR 

Proposed Rules: 

210_ 

_ 49183 
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CUMULATIVE LIST OF PARTS AFFECTED DURING NOVEMBER 


The following numerical guide is a list of parts of each title of the Code of 
Federal Regulations affected by documents published to date during November. 


l CFR 


12 CFR 


19 CFR 


Ch. 1_-_ 47909 

301—.__ 47909 

3 CFR 

Proclamations: 

4476—__ 49083 


5 CFR 


316.. 

151.. 

771.. 
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48317 
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7 CFR 
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Proposed Rules : 
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Proposed Rules : 


3.... 47939 

292.... 47939 


9 CFR 
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317_ 
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447_ 


_ 48721 

_ 48721 

48721, 48743 

_ 48722 

_ 48723 

_ 48723 


10 CFR 

206.... 
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212 _ 

420_ 
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Proposed Rules: 
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212 . 


. 48318 

_ 48319 
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Proposed Rules: 
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20 CFR 


404 
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410 
416 
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Proposed Rules: 


48132 

48132 


47915 

47915 

47915 

47915 

48250 

48250 

48250 

48250 


316 - 48116 


14 CFR 


37- 48511 

39. 47911. 

47912. 48511-48513, 49088, 49089 

71—. 47913, 48513, 48514. 49090 

73- 4909! 

75_ 47913. 48514. 49091 

97_ 47913,48515 

300- 48116, 48119 


Proposed Rules: 


39 _ 47946, 47947 

71. 47947, 47948. 48371, 48541. 49149 

73 _ 48541, 49149 

91 . 48371 

207 _ 48371 

208 .—__ 48371 

212 _ 48371 

214 . 48371 

217 _ 48371 

221 _ 48376, 48377, 49151 

241 _ 48371 

249 _ 48371 

300 _ 48129 

373a _ 48371 

389 _ 48371 


651.. . 48746 

653.. .. 48746 

656- 48938 

658- 48746 

21 CFR 

2—. 48261 

8- 48265,48730 

10.- 48265 

202_ 48266 

207- 48097 

310- 47919 

312_ 48266 

429..- 48267 

431- 48267 

433_ 48267 

436. 48099 

448- 48100 

510 _ 48100 

511 - 48268 

514—. 48268 
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558_ 48732 

573—. 48100 

1003 _ 48268 

1004 _ 48269 

1210_ 48269 


15 CFR 


Proposed Rules: 


50_—— 48335 

923___:_48112 


121-48125 

452..... 48125 


16 CFR 


22 CFR 


13 _ 48113. 48114 

419 ___ 48516 

303 __—. 48115 

703 ___— 47914 

1009 _1___ 47914 


17 CFR 

1 __ 

15 __ 

17 ... 

240——_ 

241 _ 

Proposed Rules: 

240 _ 

259 _ 


_ 48112 

_ 48112 

_ 48112 

48335, 49091 
48335, 48336 


48377.48379 
_ 48130 


18 CFR 

Proposed Rules: 


2 ___ 48745 

141 ... 45130, 48745 

260 _ 45130, 48745 


201 _ 48732 

211 . .47919 

23 CFR 

140 . 48516 

740 . 48682 

24 CFR 

570 _ 48476 

888 _ 49440 

1917 _ 48110-48132, 

48337-48341, 48535-48538. 48732- 
48735. 49093, 49094 

2205 _ 48538 

Proposed Rules: 

1917 _ 48366- 


48370, 48542-48552, 49151-49159 


25 CFR 


60...48735 

104____-.. 48735 
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26 CFR 


40 CFR 


45 CFR 


601_ 48740 

Proposed Rules: 

1 ... 48132-48134, 49160 

48...—- 48346 

301_49178 

601. 48746 

27 CFR 

5_48120 


60 _ 48342 

61 . 48342 

120_ 48737 

407..—__ 48736 

416....—. 48516 
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presidential documents 


Title 3—The President 

PROCLAMATION 4476 


Emergency Medical Services Week, 



By the President of the United States of America 

A Proclamation 


Each week more than a thousand Americans die as a result of accidents, heart 
attacks and other medical emergencies because emergency assistance is not available. 

For many years, physicians and health professionals have urged improved na¬ 
tional services and facilities for emergency medical care. Since 1968, pursuant to the 
publication of Standard 11, “Emergency Medical Services” in accordance with the 
Highway Safety Act of 1966, the Department of Transportation has been engaged 
with improving emergency care at the onset of the emergency and in transit to more 
definitive care. 

This year, a bill extending the “Emergency Medical Services Systems Act of 
1973” was passed by Congress and signed into law on October 21. The Act provides 
for a continued national commitment to the improvement of total emergency care 
for the sick and injured. 

As a result, the Department of Health, Education, and Welfare, and the Depart¬ 
ment of Transportation, together with several other Federal agencies, will continue 
to work closely with States and communities to improve medical emergency services. 
Although many cities enjoy satisfactory services, the great majority of our commu¬ 
nities, especially in rural areas, still require considerable improvement. 

NOW, THEREFORE, I, GERALD R. FORD, President of the United States 
of America, do hereby designate the week beginning November 7, 1976, as Emergency 
Medical Services Week. 

I call upon the Governors and Mayors and all other State and local officials to 
assist hospital administrators and phy-sicians, fire departments, public safety agencies 
and all ambulance services in improving emergency medical services. 

I call upon Federal agencies, especially the Departments of Transportation and 
Health, Education, and Welfare to continue, with renewed emphasis, their assistance 
to States and communities in accelerating efforts to help those in need of emergency 
medical assistance. 

I call upon all our people to lend their support to these efforts. We are a traveling 
nation and none of us knows when we might need help far*from home. 

^ Let us affirm that this national legislation is only the beginning of our effort to 
upgrade and perpetuate this part of our total health care system so no individual in 
this country will lack help whenever or wherever he needs it. 

IN WITNESS WHEREOF, I have hereunto set my hand this fourth day of 
November, in the year of our Lord nineteen hundred seventy-six and of the Inde¬ 
pendence of the United States of America the two hundred and first. 



[FRDoc.76-32884 Filed 1 i-4-76;12:46 pm] 
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rules and regulations 

This section of the FEDERAL REGISTER contains regulatory documents having general applicability and legal effect most of which are 
keyed to and codified In the Code of Federal Regulations, which is published under 50 titles pursuant to 44 U.S.C. 1510. 

The Code of Federal Regulations Is sold by the Superintendent of Documents. Prices of new books are listed In the first FEDERAL 
REGISTER Issue of each month. 


Title 5—Administrative Personnel 

CHAPTER III—OFFICE OF MANAGEMENT 
AND BUDGET 

PART 1303—PUBLIC INFORMATION PRO¬ 
VISIONS OF THE ADMINISTRATIVE 
PROCEDURES ACT 

Revision 

On June 17. 1976, the Office of Man¬ 
agement and Budget issued a notice <40 
FR 24610)* amending Chapter m, Part 
1303 of Title 5, Code of Federal Regula¬ 
tions regarding implementation of the 
public information provisions of the Ad¬ 
ministrative Procedures Act (5 U.S.C. 
552, as amended). These proposed regu¬ 
lations reflect the amendments to the 
Freedom of Information Act enacted as 
Pub. L. No. 93-502 (88 Stat. 1561). Writ¬ 
ten comments were invited through 
July 16, 1976. 

No written comments were received. 
In view of the foregoing, Chapter HI, 
Part 1303 of Title 5, Code of Federal 
Regulations, is revised as set forth below, 
effective November 8 , 1976. 

Phillip D. Larsen, 

Acting Assistant to 
the Director for Administration. 

5 CFR Part 1303 is revised to read as 

follows: 

Organization 

Sec. 

1303.1 General. 

1303.2 Authority and functions. 

1303.3 Organization. 

Procedures 

1303 10 Methods of operation. 

Availability op Information 
1303.20 Inspection, copying and exceptions. 
Charges for Search for Reproduction 

1303 30 Schedule of fees and method of 
payment for services rendered. 

Authority: 6 U.S.C. 562, as amended by 

Pub. L. 93-502. 

Organization 
§ 1303.1 General. 

This information is furnished for the 
guidance of the public and in compli¬ 
ance with the requirements of section 
5o2 of title 5, United States Code, as 

amended. 

§ 1303.2 Authority and functions. 

(a) The Office of Management and 
Budget was established in the Executive 
Office of the President pursuant to Part 
f of Reorganization Plan No. 2 of 1970 
<3o FR 7959 ), effective July 1. 1970. That 
Plan transferred to the President all 
actions vested by law in the Bureau 
oi the Budget, or its Director, and desig¬ 
nated the Bureau of the Budget as the 


Office of Management and Budget. By 
Executive Order No. 11541 of July 1, 
1970 (35 FR 10737), the President dele¬ 
gated all functions transferred to him by 
Part I of the Plan to the Director of the 
Office of Management and Budget. 

(b) The principal statutory functions 
of the Office of Management and Budget 
are contained in the Budget and Ac¬ 
counting Act of 1921 (42 Stat. 20, 31 
U.S.C. 1-25); the Federal Reports Act of 
1942 (44 U.S.C. 3501-3511); the Govern¬ 
ment Corporation Control Act (59 Stat. 
597, 31 U.S.C. 841-869); the Budget and 
Accounting Procedures Act of 1950 (65 
Stat. 832). the Federal Advisory Commit¬ 
tee Act (Pub. L. 92-463), the Congres¬ 
sional Budget and Impoundment Control 
Act of 1974 (Pub. L. 93-344). the Office of 
Federal Procurement Policy Act (Pub. L. 
93-400), and the Privacy Act of 1974 
(Pub. L. 93-579). 

<c) The functions of the Office of 
Management and Budget are carried out 
pursuant to the provisions of the statutes 
cited above and the provisions of various 
Executive orders—principally, Executive 
Order No. 8248 of September 8 , 1939 
(CFR Cum. Supp.. p. 576), outlining cer¬ 
tain functions to be performed by the 
Bureau of the Budget for the President, 
and Executive Order No. 11230 of June 
28, 1965 (3 CFR 1965 Supp., p. 146), as 
amended, delegating certain functions of 
the President to the Director of the Bu¬ 
reau of the Budget. Under the terms of 
Executive Order No. 11541 of July 1,1970, 
the assignments and delegations made in 
the earlier orders are to be considered as 
assignments to the Office of Management 
and Budget and its Director. 

§ 1303.3 Organization. 

The central organization of the Office 
of Management and Budget consists of : 

(a) The Office of the Director, which 
includes the Director and the Deputy Di¬ 
rector and their principal assistants, in¬ 
cluding the Assistant to the Director for 
Administration. 

(b) The Administrator of the Office of 
Federal Procurement Policy. 

(c) Three Associate and Assistant Di¬ 
rectors with Government-wide manage¬ 
ment responsibilities in specialized areas, 
as follows: 

(1) Executive Development and Labor 
Relations. 

(2) Legislative Reference. 

(3) Management and Operations. 

(d) Five program and budget Associ¬ 
ate and Assistant Directors, as follows: 

(1) Budget Review. 

(2) National Security and Interna¬ 
tional Affairs. 

(3) Human and Community Affairs. 

(4) Economics and Government. 


(5) Natural Resources, Energy, and 
Science. 

(e) The Office has no field organiza¬ 
tion. 

(f) Units of the Office of Management 
and Budget are presently located in the 
Executive Office Building. 17th Street and 
Pennsylvania Avenue, NW., and in the 
Nqw Executive Office Building, 17th and 
H Streets, NW., Washington, D.C. 20503. 
Regular office hours are from 9 a.m. to 
5:30 p.m., Monday through Friday. Both 
buildings are under security control. 
Persons desiring to visit officers or em¬ 
ployees of the Office of Management and 
Budget in either building will usually find 
it easier to do so if they write or tele¬ 
phone in advance for an appointment. 

Procedures 

§ 1303.10 Methods of operation. 

(a) The Office of Management and 
Budget maintains current indexes which 
identify information pertaining to mat¬ 
ters issued, adopted, or promulgated after 
July 4, 1967, that are within the scope of 
5 U.S.C. 552 (a)(2). These indexes are 
updated quarterly and are published in 
the Federal Register. They are also 
available for public inspection and copy¬ 
ing at the Office’s Publications Office, 
Room G—236, New Executive Office Build¬ 
ing, 17th and H Streets. NW.. Washing¬ 
ton. D.C. 20503. The indexes may be ex¬ 
amined between the hours of 9:00 ajn. 
and 5:30 p.m. on any day, except Satur¬ 
days, Sundays, and legal public holidays. 

(b) The Assistant to the Director for 
Administration is responsible for acting 
on all initial requests. Individuals wish¬ 
ing to obtain any information listed on 
the indexes should address their request 
in writing to the Assistant to the Director 
for Administration, Office of Manage¬ 
ment and Budget, Washington, D.C. 
20503. Phone 395-4790. Requests for in¬ 
formation shall be as specific as possible. 

(c) Upon receipt of any request for in¬ 
formation or records, the Assistant to the 
Director for Administration will deter¬ 
mine within 10 days (excepting Satur¬ 
days. Sundays, and legal public holidays) 
whether it is appropriate to grant the re¬ 
quest and will immediately provide writ¬ 
ten notifletion to the person making the 
request. If the request is denied, the writ¬ 
ten notification to the person making the 
names of other individuals who partici¬ 
pated in the determination and a notice 
that an appeal may be lodged including 
the format and content of any such ap¬ 
peal within the Office of Management 
and Budget. (Receipt of a request as 
used herein means the date the request 
is received in the office of the Assistant 
to the Director for Administration.) 
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(d> Appeals shall be set forth in writ¬ 
ing and addressed to the Assistant to the 
Director for Administration at the ad¬ 
dress specified in paragraph (b) of this 
section. The appeal shall include a state¬ 
ment explaining the basis for the appeal. 
Determinations of appeals will be set 
forth in writing and signed by the Deputy 
Director, or his designee within 20 days 
(excepting Saturdays. Sundays, and legal 
public holidays). If, on appeal, the denial 
is in whole or in part upheld, the writ¬ 
ten determination will also contain a no¬ 
tification of the provisions for judicial 
review and the names of the persons who 
participated in the determination. 

(e) Upon receipt of a request for re¬ 
view, the Assistant to the Director for 
Administration will convene a review 
group composed of the Assistant to the 
Director for Administration, the General 
Counsel, or their designees, and the offi¬ 
cial having operational control over the 
record. This group will review the basis 
for the requested review and will develop 
a recommended course of action to the 
Deputy Director. If at any time addi¬ 
tional information is required from the 
requester, the Assistant to the Director 
for Administration is authorized to ac¬ 
quire it or authorize its acquisition from 
the requester. 

(f) The Office of Management and 
Budget has established an internal Com¬ 
mittee on Freedom of Information and 
Privacy (hereinafter referred to as the 
Committee. The Committee is composed 
of: 

( 1 ) Deputy Director. 

( 2 ) Assistant to the Director for Ad¬ 
ministration. 

(3) General Counsel. 

(4) Assistant Director for Budget Re¬ 
view. 

(5) Assistant Director for Legislative 
Reference. 

( 6 ) Assistant to the Director for Public 
Affairs. 

(7) Deputy Associate Director for In¬ 
formation Systems. 

( 8 ) Deputy Associate Director for 
Statistical Policy. 

* (9) Deputy Associate Director for Na¬ 

tional Security. 

(10) Budget and Management Officer 

(11) Personnel Officer. 

(g) The Committee, when directed by 
the Assistant to the Director for Admin¬ 
istration, will review the Office's adminis¬ 
tration of the Freedom of Information 
and Privacy Acts and make recommenda¬ 
tions for the improvement thereto. In 
addition, the committee, upon the re¬ 
quest of the Deputy Director, may evalu¬ 
ate a request for review or appeal and 
recommend a decision to the Deputy 
Director, who has the final authority 
regarding appeals. 

(h> In unusual circumstances, the 
time limits prescribed in paragraphs (d> 
and (e) of this section may be extended 
for not more than 10 working days (ex¬ 
cepting Saturdays. Sundays, or legal pub¬ 
lic holidays). Extensions may be granted 
by the Deputy Director. The extension 
period may be split between the initial 
request and the appeal but in no instance 
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may the total period exceed 10 working 
days. Extensions will be by written notice 
to the persons making the request and 
will set forth the reasons for the exten¬ 
sion and the date the determination is 
expected. As used herein, but only to the 
extent reasonably necessary to the proper 
processing of the particular request, the 
term “unusual circumstances” means: 

(1) The need to search for and collect 
the requested records from establish¬ 
ments that are separated from the office 
processing the request; 

(2) The need to search for, collect, and 
examine a voluminous amount of sepa¬ 
rate and distinct records which are de¬ 
manded in a single request; or 

(3) The need for consultation, which 
shall be conducted with all practical 
speed, with another agency having a 
substantial interest in the determination 
of the request or among two or more 
components of the agency which have a 
substantial subject matter interest there¬ 
in. 

Availability of Information 

§ 1303.20 Inspection, copying, and ex¬ 
ceptions. 

(a) When a request for Information 
has been approved pursuant to § 1303.10 
above, the person making the request 
may make an appointment to inspect or 
copy the materials requested during 
regular business hours by writing or 
telephoning the Assistant to the Direc¬ 
tor for Administration at the address 
or telephone number listed in § 1303.10 
(c). Such materials may be copied 
manually without charge, and reason¬ 
able facilities will be made available 
for that purpose. Also, copies of individ¬ 
ual pages of such materials will be made 
available at the price per page specified 
in § 1303.30(a); howover, the right is re¬ 
served to limit to a reasonable quantity 
the copies of such materials which may 
be made available in this manner when 
copies also are offered for sale by the 
Superintendent of Documents. 

(b) Certain functional units of the 
Office of Management and Budget solely 
advise and assist the President, and 
therefore these units are not covered by 
5 U.S.C. 552. However, the Director or the 
Deputy Director, acting on his behalf, 
may determine that a record which falls 
in one of the following categories shall 
be made available. These units carry out 
activities that provide advice and assist¬ 
ance to the President with regard to: 

(1) The formulation and preparation 
of the Federal budget, 

( 2 ) The processing of enrolled bills 
and determinations of the relationships 
of pending and proposed legislation to 
the program of the President. 

(3) The compensation of Federal em¬ 
ployees, 

(4) The establishment and organiza¬ 
tion of new agencies and the reorgani¬ 
zation of existing programs and agencies, 
and 

(5) The preparation of Executive 
Orders and Proclamations. 

(c) Except to the extent that the Di¬ 
rector or Deputy Director, acting on his 
behalf, determines that a record which 


falls within one of the following cate¬ 
gories shall be made available, this sec¬ 
tion shall not apply to matters that are: 

(1) (i) Specifically authorized under 
criteria established by an Executive 
Order to be kept secret in the interest 
of the national defense or foreign policy, 
and (ii) Are in fact properly classified 
pursuant to such Executive Order. 

(2) Related solely to the internal per¬ 
sonnel rules and practices of the Office; 

(3) Specifically exempted from dis¬ 
closure by statute; 

(4) Trade secrets and commercial or 
financial information obtained from a 
person and privileged or confidential; 

(5) Interagency or intra-agency mem¬ 
orandums or letters which would not be 
available by law to a party other than 
an agency in litigation with the Office; 

( 6 ) Personnel and medical files and 
similar files the disclosure of which 
would constitute a clearly unwarranted 
invasion of personal privacy; 

(7) Investigatory records compiled for 
law enforcement purposes, but only to 
the extent that the production of such 
records would (i) Interfere with enforce¬ 
ment proceedings, (ii> Deprive a person 
of a right to a fair trial or an impartial 
adjudication, (iii) Constitute an unwar¬ 
ranted invasion of personal privacy, (iv) 
Disclose the identity of a confidential 
source and, in the case of a record com¬ 
piled by a criminal law enforcement au¬ 
thority in the course of a criminal in¬ 
vestigation, or by an agency conducting 
a lawful national security intelligence in¬ 
vestigation, confidential information fur¬ 
nished only by the confidential source, 
(v) Disclose investigative techniques and 
procedures, or (vi) Endanger the life or 
physical safety of law enforcement per¬ 
sonnel; 

( 8 ) Contained in or related to exam¬ 
ination, operating, or condition reports 
prepared by, on behalf of, or for the use 
of an agency responsible for the regula¬ 
tion or supervision of financial institu¬ 
tions; or 

(9) Geological and geophysical infor¬ 
mation and data, including maps, con¬ 
cerning wells. 

Charges for Search and Reproduction 

§ 1303.30 Schedule of fees and method 
of payment for services. 

(a) Following is the fees schedule for 
the search and reproduction of informa¬ 
tion available under the Freedom of In¬ 
formation Act (5 U.S.C. 552). as 
amended. 

(1) Search for records— $ 5.00 per hour 
when the search is conducted by a cleri¬ 
cal employee. $8.00 per hour when the 
search is conducted by a professional 
employee. No charge for searches of less 
than 1 hour. 

(2) Duplication of records— Records 
will be duplicated at a rate of $.10 per 
page for all copying of 4 pages or more. 
There is no charge for duplicating 3 or 
fewer pages. 

(3) Other—When no specific fee has 
been established for a service, or the re¬ 
quest for a service does not fall under 
one of the above categories due to the 
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amount or type thereof, the Assistant 
to the Director for Administration is au¬ 
thorized to establish an appropriate fee 
based on “direct costs*’ as provided in 
the Freedom of Information Act and in 
accordance with Office of Management 
and Budget Circular No. A-25. “User 
charges.” Examples of services covered 
by this provision include searches involv¬ 
ing computer time or special travel, 
transportation, or communications costs. 

<b) If records requested under this 
part are stored elsewhere than the head¬ 
quarters of the Office of Management and 
Budget at Washington. D.C., the special 
costs of returning such records to the 
headquarters for review will be added 
to the search costs. 

(c) Ordinarily, fees shall not be 
charged if the records requested are not 
found, or if all of the records located are 
withheld as exempt. However, if the time 
expended in processing the request is 
substantial, and if the requester has been 
notified of the estimated cost pursuant 
to paragraph (d) of this section, fees may 
be charged. 

td) Where it is anticipated that the 
fees chargeable under this section will 
amount to more than $25.00, or the 
maximum amount specified in the re¬ 
quest, the requester shall be promptly 
notified of the amount of the anticipated 
fee or such portion thereof as can readily 
be estimated. In instances where the 
estimated fees will greatly exceed $25.00, 
an advance deposit may be required. 
The notice or request for an advance de¬ 
posit shall extend an offer to the request¬ 
er to consult with Office personnel in 
order to reformulate the request in a 
manner which wall reduce the fees, yet 
still meet the needs of the requester. 

(e> Fees must be paid in full prior to 
issuance of requested copies. In the event 
the requestor is in arrears for previous 
requests for which the Office was unable 
to find or provide the requested informa¬ 
tion <see paragraph <b> of this section), 
copies of records will not be provided for 
any subsequent request until the arrears 
have been paid in full. 

<f> Remittances shall be in the form 
either of a personal check or bank draft 
drawn on a bank in the United States, 
or a postal money order. Remittances 
shall be made payable to the order of the 
Treasury of the United States and mailed 
or delivered to the Assistant to the Di¬ 
rector for Administration. Office of 
Management and Budget, Washington, 
D C. 20503. 

<g' A receipt for fees paid will be 
given upon request. Refund of fees paid 
for services actually rendered will not be 

made. 

•h' The Assistant to the Director for 
Administration, or an officer designated 
by the Assistant to the Director for Ad¬ 
ministration may in accordance with the 
Freedom of Information Act, as 
amended, waive all or part of any fee 
provided for in this section when the 
Assistant to the Director for Adminis¬ 
tration or the designated officer deems 
)[ t0 be in either the Office’s interest or in 
the general public’s interest. 

IFR Doc. 70-32721 Piled 11-5-76;8:45 ami 


Title 12—Banks and Banking 

CHAPTER II—FEDERAL RESERVE SYSTEM 

SUBCHAPTER A—BOARD OF GOVERNORS OF 
THE FEDERAL RESERVE SYSTEM 

I Reg- B| 

PART 202—EQUAL CREDIT 
OPPORTUNITY 

Official Staff Interpretation 

In accordance with 12 CFR Part 202.13 
(c>, the Board is publishing the follow¬ 
ing official staff interpretation of § 202.6 
of Regulation B, issued by a duly author¬ 
ized official of the Division of Consumer 
Affairs. 

Identifying details have been deleted 
to the extent required to prevent a 
clearly unwarranted invasion of personal 
privacy. The Board, however, maintains 
and makes available for public inspec¬ 
tion and copying a current index provid¬ 
ing identifying information, subject to 
certain limitations stated in 12 CFR 
261.6. 

Official staff interpretations may be 
reconsidered by the Board upon request 
of interested parties and in accordance 
with 12 CFR 202.13(c) (2). Each request 
for reconsideration should clearly iden¬ 
tify the number of the official staff Inter¬ 
pretation in question and should be ad¬ 
dressed to the Secretary. Board of Gov¬ 
ernors of the Federal Reserve System, 
Washington, D.C. 20551. The following 
interpretation shall be effective immedi¬ 
ately. 

I 202.0— Furnishing op Credit Information 

This is in response to your September 13 
letter regarding the consequences of the 
Board's deferral of the effective date of sec¬ 
tion 202.0 of Regulation B (12 CFR 202) from 
November 1, 1976 to June l f 1977. The Board's 
decision was announced on September 2 and 
notice of the action appeared in the Federal 
Register on September 13 (41 FR 38759). 
This is an official staff Interpretation relating 
to f 202.6 of Regulation B, Issued pursuant to 
1( 202.13 (b) and (c). 

In your letter, you explain that your firm 
represents a large creditor that offers several 
open-end credit plans. Prior to the deferral 
of the effective date of 8 202.6(b) (1) (11). your 
client ordered the printing of the specified 
Credit History for Married Persons Notice 
and arranged with a data processing com¬ 
pany to insert the notice In mailings to ac¬ 
tive accounts between November 1, 1976 and 
February 1, 1977. The notice contains a ref¬ 
erence to November 1976, which renders it 
unusable between June 1 and October 1.1977. 
You have asked whether your client may dis¬ 
tribute these notices during the period No¬ 
vember 1. 1976 through February 1. 1977 in¬ 
stead of during the period June 1 through 
October 1. 1977. 

The answer to your Inquiry is, yes. A credi¬ 
tor that has printed or ordered the printing 
of the notice specified In the previous version 
of § 2O2.0ib) (1) (ti) may mall or deliver that 
nottce to all (or ail married) holders of ac¬ 
tive accounts (for open-end accounts) or ex¬ 
isting accounts (for closed-end accounts) 
between November 1, 1976 and February 1, 
1977. This Is not required, however, and a 
creditor may elect to postpone sending the 
notice or taking any other action regarding 
the furnishing of credit information under. 
§ 202.6 until June 1. 1977 The following com¬ 
ments apply only to those creditors that have 
had the notices printed or have ordered their 
printing and choose to distribute them be¬ 
tween now and February 1. 1977. 


Since the notice provided for In the pre¬ 
vious version of §202 6(b)(l)(il) relates 
only to accounts established prior to Novem¬ 
ber 1, if a creditor chooses to distribute 
copies of that notice now, the question arises 
concerning what action the creditor should 
take regarding new accounts that are estab¬ 
lished between November 1. 1976 and June 1, 
1977 If a creditor provides the notice now. 
but does not record whether new accounts set 
up between November 1,1976 and June 1. 1977 
Involve spouses who are both contractually 
liable or users, then. In June 1977, the credi¬ 
tor will hAve an information gap in Its rec¬ 
ords. It will not be able to tell whether any 
of .xhe accounts established between Novem- 
berand June involve contractually liable or 
user spouses and, therefore, will have to send 
notices to those account holders in order to 
obtain the necessary information to comply 
with 5 202.6(b)(1). 

To avoid having to provide any further 
notices, any creditor that has furnished or is 
In the process of furnishing credit history 
notices may elect to follow the designation 
procedures of 5 202.6(a) (1) for each account 
established after November 1, 1970. If a 
creditor so elects, for each account estab¬ 
lished after that date, the creditor should de¬ 
termine whether the account Is one that an 
applicant's spouse, if any. will be permitted 
to use or upon which both spouses will be 
contractually liable, if either of those types 
of accounts is offered by the creditor If the 
account does involve a user spouse or If both 
spouses are contractually liable on the ac¬ 
count. then the creditor should designate the 
account to reflect the fact of participation of 
both spouses; that is, the creditor should in¬ 
dicate on its records the names of both 
spouses and the fact of their Joint partici¬ 
pation. which entitles them to share the 
credit history relating to the account. 

Two further questions arise If credit his¬ 
tory notices are sent out between November 
1, 1976 and February 1, 1977: (1) How to 
handle requests to change the manner of re¬ 
porting credit history information relating to 
an account: and (2) how to furnish credit 
Information relating to appropriately desig¬ 
nated accounts. 

Addressing the first question, lf. after No¬ 
vember 1. 1976, a creditor receives a proper¬ 
ly completed reauest to change the manner 
in which credit information is furnished 
regarding a Joint or user account, then, 
within 90 days after receipt of that request, 
the creditor should designate the account to 
reflect the participation of both spouses as 
provided in § 202.6(b) (2). 

Regarding the second question, once an 
account has been appropriately designated, 
either as a new account pursuant to 5 202.6 
<a) (1) or by virtue of a change request pur¬ 
suant to ? 202.61 bi (2). a creditor bas an op¬ 
tion regarding the manner of reporting credit 
information relating to that account prior to 
June 1. 1977 A creditor may Immediately 
begin reporting the information as provided 
in §5 202.0 (a)(2) and (b)(2). or a creditor 
may continue to furnish the information in 
the same format as it has in the past, de¬ 
ferring compliance with the reporting re¬ 
quirements of § 202.6 until June 1, 1977. 

The following two examples illustrate the 
operation of the interpretations set forth In 
this letter. Assume that a person established 
an open-end credit card account in 1975 and 
that the person's spouse is authorized to use 
the account, but the creditor's records do not 
reflect the spouse's use. If the creditor sends 
a Credit History for Married Persons Notice 
to the account holder by February 1, 1977. it 
will have complied with §202.6(b)(l)(ll) 
and need not send another notice relating to 
that account between June 1 and October 1, 
1977. If the account holder or the spouse sub¬ 
mits a properly completed request to change 
the manner of reporting credit Information 
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relating to the account, then the creditor, 
within 90 days after receipt of the request, 
should indicate on its records the names of 
both parties and the fact that they want 
credit information relating to the account 
furnished In both their names. The creditor 
then has the option of either immediately 
beginning to report the information In both 
names or waiting until June 1. 1977 to do so. 

The second example assumes that a credi¬ 
tor has sent the notice and a person estab¬ 
lishes an open-end credit card account on 
December 1. 1976 under which the per¬ 
son's spouse will be permitted to use the 
account. In that situation, the creditor 
should indicate the names and involve¬ 
ment of both spouses on Its records at 
the time that the account is established. 
Once that has been done, then, as in the 
previous example, the creditor has the 
choice until June 1, 1977 of either reporting 
credit information relating to the account in 
the name of each spouse or continuing to 
report that information as it does presently. 

Again, the procedures set forth in this 
letter are voluntary, but any creditor that 
follows all of the outlined steps will be 
deemed to have complied fully with the re¬ 
quirements of the amended version of § 202.6 
(b)(1) as of June 1. 1977. Thereafter, such 
a creditor will only have to comply prospec¬ 
tively with the designation and reporting re¬ 
quirements of §202.6 (a) and (b)(2). 

We trust that this Interpretation clarifies 
your client’s responsibilities under § 202.6 
and answers your questions. If we can be 
of further assistance, please let us know. 

Sincerely, 


Janet Hart, 
Director. 


Board of Governors of the Federal Re 
serve System, November 1, 1976. 

Theodore E. Allison, 
Secretary of the Board. 
|FR Doc.76-32736 Filed 11-5-76:8:46 am) 


Title 14—Aeronautics and Space 

CHAPTER I—FEDERAL AVIATION ADMIN¬ 
ISTRATION, DEPARTMENT OF TRANS¬ 
PORTATION 

| Docket No. 16241, Arndt. 39-27661 

PART 39—AIRWORTHINESS DIRECTIVES 

Avions Marcel Dassault (AMD) Model Fan 
Jet Falcon (Falcon 20) Airplanes 

There has been a report of a landing 
accident caused by the failure of a main 
gear of an Avions Marcel Dassault 
< AMD* Model Fan Jet Falcon <Falcon 
20 > airplane to lock in the extended posi¬ 
tion because of corrosion in the locking 
mechanism. Since this condition is likely 
to exist or develop in other airplanes of 
the same type design, an airworthiness 
directive is being issued to require inspec¬ 
tion of certain landing gear lock actuator 
cylinders and, if necessary, replacement 
or modification of the actuator on AMD 
Model Fan Jet Falcon (Falcon 20» air¬ 
planes. 

Since a situation exists that requires 
immediate adoption of this regulation, it 
is found that notice and public procedure 
hereon are impracticable and good cause 
exists for making this amendment effec¬ 
tive in less than 30 days. 

(Secs. 313(a), 601, 603, Federal Aviation Act 
of 1958, (49 UJ3.C. 1354(a). 1421, 1423); sec. 


6(c), Department of Transportation Act. (49 
US.C. 1.655(c)).) 

In consideration of the foregoing and 
pursuant to the authority delegated to 
me by the Administrator <14 CFR 11.89). 
§ 39.13 of Part 39 of the Federal Aviation 
Regulations is amended by adding the 
following new airworthiness directive: 

Avions Marcel Dassault (AMD). Applies to 
Model Fan Jet Falcon (Falcon 20) air¬ 
planes. all series, certified in all cate¬ 
gories, with installed Messier/Hlspano 
Main Landing Gear Actuating Cylinders 
P N A23721 (L.H.) and A23722 (R.H.) 
Ferial numbers 1 through 807, 809 
through 813, 816, 818, and 820 not modi¬ 
fied In accordance with AMD Service Bul¬ 
letin No. 529, dated September 5. 1975. 

Compliance is required as indicated. 

To prevent passible failure of main landing 
gear down-locks, accomplish the following: 

(a) Inspect the following actuating cylin¬ 
ders for corrosion In accordance with Messier 
Hlspano Technical Instruction DME361-5, or 
an FAA-approved equivalent: 

(1) For S/N 1 through 699, within the next 
60 hours time in service or three months, 
whichever occurs first, after the effective 
date of this AD. unless already accomplished 
within the preceding three months, and 
thereafter at intervals not to exceed six 
months from the date of the last Inspection. 

(2) For S/N 700 through 807, 809 through 
813. 816. 818, and 820. within the next 200 
hours time in service or four months, which¬ 
ever occurs first, after the effective date of 
this AD. unless already accomplished within 
the preceding two months, and thereafter at 
intervals not to exceed six months from the 
date of the last Inspection. 

(b) If the Inspection required by para¬ 
graph (a) of this AD reveals the presence of 
a corrosion condition classified as “very cor¬ 
roded.” in accordance with the classification 
criteria of paragraph l.c. of AMD Service 
Bulletin No. 528, dated July 17. 1975 (Revision 
2. February 19. 1976), or an FAA-approved 
equivalent, within the next three months 
after this inspection— 

(1) Replace the actuator with a serv¬ 
iceable part of the same part number and 
continue the periodic inspections speci¬ 
fied in paragraph (a> of this AD; or 

(2) Modify the actuator in accordance 
with AMD Service Bulletin No. 529. dated 
September 5, 1975, or an FAA-approved 
equivalent. 

(c ) The inspections required by para¬ 
graphs (a) and < b> < 1) of this AD may be 
discontinued upon the incorporation of 
the modification specified in paragraph 
(b) (2) of this AD. 

This amendment becomes effective No¬ 
vember 22. 1976; 

The Federal Aviation Administration 
has determined that this document does 
not contain a major proposal requiring 
preparation of an Inflation Impact 
Statement under Executive Order 11821 
and OMB Circular A-107. 

Issued in Washington, D.C., on Octo¬ 
ber 28. 1976. 

J. A. Ferrarese, 

Acting Director , 
Flight Standards Service . 

|FR Doc.76-32540 Filed ll-5-76;8:45 am) 


(Docket No. 76-NW-6-AD, Arndt. 39-2762 j 

PART 39—AIRWORTHINESS DIRECTIVES 

Boeing Models 727 and 737 Series 
Airplanes 

A proposal to amend Part 39 of the 
Federal Aviation Regulations to include 
an airworthiness directive requiring 
either insulating liners in the hydraulic 
system “B” Abex pump motor assemblies 
or a ground fault protection system in 
the hydraulic system “B" Abex pump 
motor electrical power circuits on Boeing 
Model 727 and 737 series airplanes was 
published in Federal Register, Vol. 41, 
No. 120, Monday, June 31. 1976 (41 FR 
24902). 

Interested persons have been afforded 
an opportunity to participate in the mak¬ 
ing of the amendment. During the com¬ 
ment period, the airframe manufacturer 
conducted an extensive series of tests 
simulating pump case bum through by 
electrical wiring fault. It was found that 
under certain conditions, Boeing Mate¬ 
rial Specifications 3-11 fire resistant hy¬ 
draulic fluids will continue to bum after 
the ignition source has been removed. It 
was also concluded from the history of 
failures that the proposed installations 
of insulating liners in the pump motors 
do not provide fault protection in the 
electrical connector area. This informa¬ 
tion was not known at the time of issu¬ 
ance of NPRM 76-NW-6. 

Because of the possibility of hydraulic 
system “B” Abex motor pump failures, 
occurring in conjunction with a fuel leak, 
the FAA has determined that inspections 
of the cavity drain system components 
or the installation of a ground fault pro¬ 
tection system is necessary. 

Accordingly, the AD now provides for 
repetitive fuel leak inspections and cavity 
drain pressure checks which may be dis¬ 
continued upon installation of the 
ground fault protection system which is 
provided as a terminating action to the 
AD. Additionally, at such time as an Im¬ 
proved pump motor connector and liner 
modification becomes available, the AD 
will be amended to provide that the in¬ 
corporation of such modification will con¬ 
stitute acceptable terminating action. 

Although repeitive inspections of the 
type set out herein were not provided for 
in the original proposal, the FAA believes, 
as a result of numerous comments, that 
such an inspection schedule imposes a 
lesser burden upon the operator than 
the mandatory terminating actions orig¬ 
inally proposed. Accordingly, it is found 
that additional notice and public pro¬ 
cedure hereon are unnecessary and the 
rule will be effective December 10, 1976. 

In consideration of the foregoing, and 
pursuant to the authority delegated to 
me by the Administrator (31 FR 13697) 

4 39.13 of the Federal Aviation Regula¬ 
tions is amended by adding the follow¬ 
ing new airworthiness directive: 

Boeing: Applies to Boeing Models 727 and 
737 series airplanes certificated in all 
categories with hydraulic system “B” 
Abex. P/N 57186. pump motor installa¬ 
tions. Compliance required as indicated 
unless already accomplished. 
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To prevent a hydraulic system "B” Abex. 
P/N 57186. pump motor Internal wiring fault 
from burning a hole In the case and possibly 
Igniting the escaping hydraulic fluid which 
could ignite fuel leakage, accomplish the 
following: 

(1) Within the next 300 hours time in 
service after the effective date of this AD, 
and every 1,000 hours thereafter, accomplish 
(A) and or (B). 

(A) Perform a visual inspection of the 
cavity drain system components in the left 
wing-body fairing area for fuel leakage in 
all 727 series airplanes in accordance with 
the Boeing Service Bulletin 727-29-A52, 
dated 10/22/76, or later PAA approved serv¬ 
ice bulletins. Any evidence of leakage or 
conditions that could lead to leakage, must 
be corrected prior to further flight In ac¬ 
cordance with approved maintenance proce¬ 
dures. 

(B) Perform a visual Inspection of all fuel 
system components and associated plumb¬ 
ing installed in the main wheel wells of all 
737 series airplanes in accordance with Boe¬ 
ing Service Bulletin 737-29-A1033 dated 
10/22/76, or later FAA approved service bul¬ 
letins. Inspect for evidence of leakage, dam¬ 
age and security of installations. Any evi¬ 
dence of leakage or conditions that could 
lead to leakage, must be corrected prior to 
further flight In accordance with approved 
maintenance procedures. 

(2) Within the next 1,300 hours time in 
service after the effective date of this AD. 
and every 1.000 hours thereafter, accom¬ 
plish a pressure leakage check of cavity drain 
system components in the left wing-body 
fairing area in all 727 series aLrplanes in ac- 
( ordance with Boeing Service Bulletin 727- 
29-A52 dated 10/22/76. or later FAA approved 
service bulletins. 

(3) Within the next 2,300 hours time in 
service after the effective date of tills AD, 
install Insulating liners in all 727 and 737 
Abex system "B” pump motors In accordance 
with Task Service Bulletin 7501-6-29-004/- 
103. Rev. l. dated 7/15/75. 

(4) Installation of the ground fault pro¬ 
tection systems in the hydraulic system “B" 
Abex pump motor electrical power circuits In 
accordance with either applicable Service 
Bulletins No. 727-29-47, Rev. 2. dated 10/ 
8 76. or No. 737-29-1029. Rev. 2. dated 10/ 
8 76, or later approved revisions, constitutes 
terminating action for this AD. 

(6) When a satisfactory optional ter¬ 
minating action Is developed by the Industry, 
this AD will be amended to provide for its In¬ 
corporation. 

Equivalent modifications may be approved 
py the Chief, Engineering and Manufactur¬ 
ing Branch, FAA Northwest Region. 

The manufacturer’s specifications and pro¬ 
cedures identified and described in this direc¬ 
tive are incorporated herein and made a part 
hereof pursuant to 6 U.S.C. 552(a)(1). 

All persons affected by this directive who 
nave not already received these documents 
from the manufacturer may obtain copies 
upon request to Boeing Commercial Airplane 
Company. P.o. Box 3707, Seattle, Washing¬ 
ton 98124. The documents may be examined 
at FAA Northwest Region, 9010 East Mar¬ 
ginal Way South, Seattle. Washington. 

This rule has been reviewed and does not 
require an inflationary impact statement. 

This amendment becomes effective 
December 10,1976. 

(8ecs. 313(a), 601, 603. Federal Aviation Act 
of 1958, (49 UB.C. 1354(a), 1421, 1423): sec. 
6(c), Department of Transportation Act (49 
U.8.C. 1655(c))) 


Issued in Seattle, Wash., on October 27, 
1976. 

Note: The incorporation by reference pro¬ 
visions in the document were approved by the 
Director of the Federal Register on June 19. 
1967. 

C. B. Walk, Jr., 
Director, 

Northwest Region. 

(FR Doc.76-32533 Filed 11-5-76:8:45 ami 


[Docket No. 76-NW-25-AD, Arndt. 39-2763) 

PART 39— AIRWORTHINESS DIRECTIVES 
Boeing Model B-17F & G 

Amendment 39-1722 AD 73-20-2 re¬ 
quires inspection of the wing front spar 
lower chord on the Model B-17 airplanes. 
After issuing Amendment 39-1722 one 
airplane experienced failure of the for¬ 
ward lower spar cap. Therefore, the AD 
is being amended to require a shorter re¬ 
peat inspection interval commensurate 
with the service experience. 

Since a situation exists that requires 
immediate adoption of this regulation, it 
is found that notice and public procedure 
hereon are impracticable and good cause 
exists for making this amendment effec¬ 
tive in less than 30 days. 

In consideration of the foregoing, and 
pursuant to the authority delegated to 
me by the Administrator (31 FR 13697), 
8 39.13 of the Federal Aviation Regula¬ 
tions, Amendment 39-1722 AD 73-20-2 is 
amended as follows: 

1. Change the first paragraph to read 
as follows: 

Compliance required within the next 25 
hours’ tlme-ln-servlce or within 6 months 
after the effective date of this AD, unless 
already accomplished within the last 25 
hours’ ttme-in-service or 6 months, and 
thereafter at Intervals not to exceed 50 hours’ 
tlme-ln-servlce or 12 months, whichever 
comes first, (from the last inspection). 

2. Change the third sentence of para¬ 
graph (a) to read as follows: 

Using eddy current inspection procedures, 
or borescope methods In conjunction with 
dve penetrants, inspect the front spar lower 
chord center section for cracks around the 
bolt hole in both the forward and aft wall 
of the tube. 

3. Change paragraph (c) to read: 

(c) After repairs per (b) have been accom¬ 
plished, relnspect In accordance with (a) at 
Intervals not to exceed 50 hours* tlme-ln- 
servlce or every 12 months, whichever comes 
first. 

This amendment becomes effective No¬ 
vember 17,1976. 

(Secs. 313(a). 601. 603. Federal Aviation Act 
of 1958 (49 U.S.C. 1354(a), 1421, 1423) sec. 
6(c). Department of Transportation Act (49 
U.S.C. 1655(c))) 


Issued in Seattle, Wash., October 28. 
1976. 


C. B. Walk. Jr., 
Director , 

Northwest Region. 


[FR Doc.76-32534 Filed 11-5-76:8:45 am) 


(Docket No. 76-60-98: Arndt. 39-2761) 

PART 39—AIRWORTHINESS DIRECTVES 

Grumman American Models AA-5A and 
AA-5B Series Airplanes 

Pursuant to the authority delegated 
to me by the Administrator (31 FR 
13697), an airworthiness directive was 
adopted on October 18, 1§76. and made 
effective immediately as to all known 
United States operators of Grumman 
American Models AA-5A and AA-5B air¬ 
planes. The directive requires that the 
airplane oil cooler be checked and that 
certain Stewart Warner oil coolers be 
replaced. 

Since it was found that immediate cor¬ 
rective action was required, notice and 
public procedure thereon was impracti¬ 
cable and contrary to the public in¬ 
terest and good cause existed for mak¬ 
ing the airworthiness directive effective 
immediately as to all known U.S. oper¬ 
ators of Grumman American AA-5A and 
AA-5B airplanes by individual airmail 
letters dated October 18. 1976. These 
conditions still exist, and the airworthi¬ 
ness directive is hereby published in the 
Federal Register as an amendment to 
i 39.13 of Part 39 of the Federal Avia¬ 
tion Regulations to make it effective as 
to all persons. 

Grumman American. Applies to Model AA- 
6A serial numbers AA5A-O01 through 
AA5A-0227 and Model AA-6B serial num¬ 
bers AA5B-0111 through AA5B-0359 air¬ 
planes certificated in all categories. 

Compliance required before further flight. 

To prevent continued use of certain Stew¬ 
art Warner oil coolers which may be defective, 
accomplish the following 

(a) Remove the cowl assembly as neces¬ 
sary to gain access to the oil cooler. 

(b) Check the oil cooler model number 
and serial number. Oil cooler model and seri¬ 
al numbers are ink stamped on the side of 
the cooler with the serial number following 
tho model number. 

1. If the oil cooler Is either model num¬ 
ber 10668B with serial number 101 through 
679 or model number 10678B with aerial 
number 101 through 634, or If the model 
or serial number is illegible, remove and re¬ 
place It with an oU cooler not of the above 
model and serial numbers. 

2. If the oil cooler is neither model num¬ 
ber 10568B with serial number 101 through 
579 nor model number 10578B with serial 
number 101 through 634, make the record 
entry required In paragraph (c). 

(c) The inspection and maintenance rec¬ 
ord entry in paragraph (b)2. may be ac¬ 
complished by holder of a pilot’s certificate 
Issued under Part 61 of the Federal Aviation 
Regulations on any aircraft owned or oper¬ 
ated by him. 

(d) Any equivalent methods of compli¬ 
ance with this AD must be approved by the 
Chief. Engineering and Manufacturing 
Branch, FAA. Southern Region. 

Note. —A ferry flight to accomplish a 
needed oil cooler replacement may he Issued 
under the provision of FAR 21.197 by FAA 
Flight Standards District Offices. 

Grumman American Service Bulletin 
Number 156 pertains to this subject. 

This amendment becomes effective No¬ 
vember 10, 1976. to all persons except 
those to whom it was made effective 
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earlier by airmail letters issued on Octo¬ 
ber 18. 1976. 

(Sections 313(a), 601, and 603 of the Federal 
Aviation Act of 1958 (49 U.S.C. 1354(a), 
1421, and 1423) and of section 6(c) of the 
Department of Transportation Act (49 U.S.C. 
1055(c)).) 

Issued in East Point. Georgia, on Octo¬ 
ber 27. 1976. 

Phillip M. Swatek. 
Director, Southern Region. 
[FR Doc.76-32709 Filed ll-5-76;8:45 ami 


(Airspace Docket No. 76-EA-511 

PART 71—DESIGNATION OF FEDERAL 

AIRWAYS. AREA LOW ROUTES, CON¬ 
TROLLED AIRSPACE. AND REPORTING 

POINTS 

Extension of VOR Federal Airway 

On August 16, 1976, a notice of pro¬ 
posed rulemaking iNPRM) was pub¬ 
lished in the Federal Register (41 FR 
34650) stating that the Federal Aviation 
Administration (FAA) tvas considering 
an amendment to Part 71 of the Federal 
Aviation Regulations that would extend 
V-170 and V-312 Federal Airways north¬ 
east of Andrews, Md. 

Interested persons were afforded an 
opportunity to participate in the pro¬ 
posed rulemaking through the submis¬ 
sion of comments. All comments received 
were favorable. 

In consideration of the foregoing. Part 
71 of the Federal Aviation Regulations 
is amended, effective 0901 G.m.t., De¬ 
cember 30. 1976. as hereinafter set forth. 

Section 71.123 (41 FR 307. 20650) is 
amended as follows: 

1. In V-170 “Modena." is deleted and 
“Modena; New Castle, Del.: INT New 
Castle 222° and Andrews, Md., 060° ra- 
dials; to INT Andrews 060° and Balti¬ 
more, Md.. 165° radials." is substituted 
therefor. 

2. In V-312 “From Woodstown. N.J.." 
is deleted and “From INT Andrews, Md.. 
060° and Baltimore, Md., 165° radials. via 
INT Andrews, 060* and Woodstown. N.J., 
230* radials; Woodstown;” is substituted 
therefor. 

(Sec. 307(a). Federal Aviation Act of 1958, 
(49 U.S.C. 1348(a)): sec. 6(c), Department of 
Transportation Act (49 U.S.C. 1655(c))) 

Issued in Washington. D.C., on Octo¬ 
ber 29. 1976. 

William E. Broadwater. 

Chief, Airspace and Air 
Traffic Rules Division .• 

I FR Doc.76-32535 Filed 11-5-76:8:45 am | 


| Airspace Docket No. 76-WA-7] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS. AREA LOW ROUTES. CON¬ 
TROLLED AIRSPACE, AND REPORTING 
POINTS 

Alteration of Airways and Reporting Points 

On August 19. 1976, a notice of pro¬ 
posed rulemaking (NPRM) was pub¬ 
lished in the Federal Register (41 FR 
35072) stating that the Federal Aviation 
Administration (FAA) was considering 
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an amendment to Part 71 of the Federal 
Aviation Regulations that would re¬ 
designate HAZZY and ZANDA reporting 
points and the ariways associated with 
the relocation of the Petersburg. Alaska. 
NDB. 

Interested persons were afforded an 
opportunity to participate in the pro¬ 
posed rule making through the submis¬ 
sion of comments. No comments were re¬ 
ceived. The background information in 
the NPRM contained an obvious error in 
that the airway would move westward 
rather than eastward. Since an addi¬ 
tional statement accurately gave the geo¬ 
graphic location of the new NDB, the di¬ 
rection that the airways would move 
could not be mistaken. For this reason, a 
correction to the NPRM background in¬ 
formation was not published in the Fed¬ 
eral Register. 

In consideration of the foregoing. Part 
71 of the Federal Aviation Regulations 
is amended, effective 0901 G.m.t.. Decem¬ 
ber 30, 1976, as hereinafter set forth. 

Section 71.211 (41 FR 635> is amended 
as follows: 

1. In HAZZY: the description is deleted 
and “Lat. 56 19T4" N., Long. 134 17T9” 
W. <INT Sitka. Alaska. NDB 127 and 
Petersburg, Alaska. NDB 238' bearings).” 
is substituted therefor. 

2. In ZANDA: the description is deleted 
and “Lat. 56 09T0" N.. Long. 134 44'52” 
W. (INT Sitka. Alaska, NDB 148\ and 
Petersburg. Alaska. NDB 238’ bearings) ." 
is substituted therefor. 

(Sec. 307(a), Federal Aviation Act of 1958. 
(49 UJS.C. 1348(a)); sec. 6(c), Department 
of Transportation Act, (49 U.S.C. 1055(c))) 

Issued in Washington, D.C., on Octo¬ 
ber 29.1976. 

William E. Broadwater, 

Chief, Airspace and Air 
Traffic Rules Division. 

|FR Doc.76-32537 Filed 11-6-76:8:46 amJ 


(Airspace Docket No. 76-GL-27] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS. AREA LOW ROUTES. CON¬ 
TROLLED AIRSPACE, AND REPORTING 
POINTS 

Alteration of Federal Airways 

On September 27. 1976. a notice of pro¬ 
posed rulemaking <NPRM> was published 
in the Federal Register (41 FR 42219) 
stating that the Federal Aviation Admin¬ 
istration (FAA) was considering an 
amendment to Part 71 of the Federal 
Aviation Regulations that would (1) add 
a north alternate to V-26 between Lans¬ 
ing. Mich., and Salem. Mich.: (2) revoke 
a segment of V-98 from the Hudson in¬ 
tersection to Carleton, Mich.; <3> realign 
V-100 between Litchfield. Mich., and 
Carleton, Mich.; (4) realign V-275 be¬ 
tween Salem, Mich., and Dayton. Ohio. 

Interested persons were afforded an 
opportunity to participate in the pro¬ 
posed rulemaking through the submis¬ 
sion of comments. One response to the 
NPRM was received. The commentor 
posed no objection to the proposal. 


In consideration of the foregoing. Part 
71 of the Federal Aviation Regulations 
is amended, effective 0901 G.m.t., Decem¬ 
ber 30, 1976, as hereinafter set forth. 

Section 71.123 (41 FR 704. 35059 and 
44688) is amended as follows: 

In V-26 “Salem. Mich.;” is deleted and 
“Salem, Mich., including a north alter¬ 
nate via INT Lansing 103^ and Salem 
308° radials;" is substituted therefor. 

In V-98 “INT Litchfield. Mich.. 126 
and Carleton. Mich., 249° radials; Car¬ 
leton;" is deleted and “Carleton. Mich ." 
is substituted therefor. 

In V-100 “Carleton, Mich.” is deleted 
and “INT Litchfield 104° and Carleton, 
Mich.. 258° radiaLs; Carleton.” is substi¬ 
tuted therefor. 

In V-275 “011° and Salem. Mich.. 
197°" is deleted and “007° and Salem. 
Mich.. 202°" is substituted therefor. 

(Soc. 307(a). Federal Aviation Act of 1958. 
49 U.S.C. 1348(a)); sec. 6(c). Department ol 
Transportation Act, <49 U.S.C. 1655(c)) 

Issued in Washington, D.C., on October 
29. 1976. 

William E. Broadwater, 

Chief , Airspace and Air 
Traffic Rules Division. 

(FR Doc.76-32539 Filed 11-5-76:8:45 ami 


(Airspace Docket No. 76-RM-19] 

PART 71—DESIGNATION OF FEDERAL 
AIRWAYS, AREA LOW ROUTES, CON 
TROLLED AIRSPACE, AND REPORTING 
POINTS 

Designation of A Transition Area 

On September 27. 1976, a Notice of 
Proposed Rulemaking was published in 
the Federal Register <41 FR 42220) 
stating that the Federal Aviation Ad¬ 
ministration was considering an amend¬ 
ment to Part 71 of the Federal Aviation 
Regulations that would designate a 
transition area at Sterling, Colorado. 

Interested persons were given 30 days 
in which to submit written comments, 
suggestions or objections. No objections 
have been received and the proposed 
amendment is hereby adopted without 
change. 

Effective date: This amendment shall 
be effective 0901 G.m.t., December 30. 
1976. 

(Sec 307(a) of the Federal Aviation Act of 
1958, as amended. (49 U.S.C. 1348(a)). and 
of sec. 6(c) of the Department of Trans¬ 
portation Act (49 U.S.C. 1655(c)).) 

Issued in Aurora. Colorado, on Octo¬ 
ber 29. 1976. 

L. R. Robison, 

Acting Director, 
Rocky Mountain Region. 

In Federal Aviation Regulation § 71.181 
(41 FR 440» add the following transition 
area: 

Sterling. Colorado 

That airspace extending upward from 700 
feet above the surface within a 10 5 mile 
radius of the Crosson Field Airport 
tude 40*36'58'' N.. longitude 103°15'48 
W.) and that airspace within 9.5 miles 
west and 4.5 miles east of the 163* T bear¬ 
ing from the Batten NDB (latitude 
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40-31 *56'’ N.. longitude 103 c 13'45" W.) ex¬ 
tending from the 10.5 mile radius area to 

18.5 miles south of the Batten NDB and 
within 5 miles each side of the 023° T bear¬ 
ing from Crosson Field extending from the 

10.5 mile radius area to 23.5 miles north¬ 
east of Crosson Field Airport. 

|FR Doc.70-32710 Filed 11-5-76:8:45 am| 


(Airspace Docket No. 76-RM-10J 

p ART 73— SPECIAL USE AIRSPACE 
Alteration of Restricted Areas 

On July 22, 1976, a notice of proposed 
rulemaking <NPRM) was published in 
the Federal Register (41 FR 30138) stat¬ 
ing that the Federal Aviation Adminis¬ 
tration (FA A) was considering an 
amendment to Part 73 of the Federal 
Aviation Regulations that would redes¬ 
ignate the upper altitude limits of R-6402 
and R-6407 at Dugway Proving Ground, 
Dugway. Utah, to FL-580. 

Interested persons were afforded an 
opportunity to participate in the pro¬ 
posed rulemaking through the submis¬ 
sion of comments. No comments were re¬ 
ceived. 

In consideration of the foregoing, Part 
73 of the Federal Aviation Regulations is 
amended, effective 0901 G.m.t.. Decem¬ 
ber 30. 1976, as hereinafter set forth. 

In § 73.64 (41 FR 694) the designated 
altitudes for R^-6402 and R-6407 are 
amended to read as follows: 

1. R-6402 Dugway Proving Ground, Dug¬ 
way. Utah. Designated altitudes. Surface to 

Flight Level 580. 

2. R-6407 Dugway Proving Ground. Dug¬ 
way. Utah. Designated altitudes. Surface to 

Flight Level 580. 

(Sec. 307(a). Federal Aviation Act of 1958. 
(49 U.S.C. 1348(a)); sec. 6(c), Depart¬ 
ment of Transportation Act. (49 U.S.C. 1655 

(c)). 

Issued in Washington, D.C., on October 

29, 1976. 

William E. Broadwater, 

Chief, Airspace and Air 
Traffic Rales Division, 
!FR Doc 76-32536 Filed 11-5-76:8:45 am] 


| Airspace Docket No. 76-GL-28| 

PART 75— ESTABLISHMENT OF JET 
ROUTES AND AREA HIGH ROUTES 

Alteration of Jet Routes 

On September 30. 1976, a notice of pro¬ 
posed rulemaking <NPRM> was pub- 
nshed in the Federal Register (41 FR 
43187> stating that the Federal Aviation 
Administration (FAA> was considering 
an amendment to Part 75 of the Federal 
Aviation Regulations that would realign 
^-30 and J-64 and also renumber a jet 
oute in the vicinity of Fort Wayne. Did. 
interested persons were afforded an 
pportunity to participate in the pro¬ 
ved rulemaking through the submis- 

° n . of comm *nts. No comments were 

received. 

In consideration of the foregoing. Part 
0 01 the Federal Aviation Regulations 
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is amended, effective 0901 G.m.t., Decem¬ 
ber 30, 1976, as hereinafter set forth. 

Section 75.100 (41 FR 704) is amended 
as follows: 

1. In J-30 all between “Nodine, Minn.; 
and Appleton. Ohio;” is deleted and •‘Jo¬ 
liet, Ill.;” is substituted therefor. 

2. In J-64 “Fort Wayne. Ind., 279° ra- 
dials;” is deleted and ‘‘Fort Wayne, Ind., 
280 radiate;” is substituted therefor. 

3. J-178 is added as follows: “Jet Route 
No. 178 From Fort Wayne, Ind., to Apple- 
ton, Ohio.” 

(Sec. 307(a), Federal Aviation Act of 1958, 
(49 U.S.C. 1348(a)); and sec. 6(c), Depart¬ 
ment of Transportation Act (49 U.S.C. 1656 
<c))) 

Issued in Washington, D.C., on October 
29, 1976. 

William E. Broadwater, 

Chief, Airspace and Air 
Traffic Rules Division. 

[FR Doc.76-32538 Filed 11-5-76:8:46 oml 

Title 17—Commodity and Securities 
Exchanges 

CHAPTER II—SECURITIES AND 
EXCHANGE COMMISSION 

(Release No. 34-129351 

PART 240— GENERAL RULES AND REGU¬ 
LATIONS, SECURITIES EXCHANGE ACT 

OF 1934 

Program for Allocation of Regulatory 
Responsibilities 

The Securities and Exchange Commis¬ 
sion today announced the adoption of 
Rule 17d-2 (17 CFR 240.17d-2) (herein¬ 
after *‘§ 240.l7d-2”), effective December 
15, 1976, under section 17(d)(1) of the 
Securities Exchange Act of 1934 (the 
“Exchange Act”) (15 U.S.C. 78a et seq.), 
as amended by Pub. L. No. 94-29 (June 4, 
1975). This section was proposed in Se¬ 
curities Exchange Act Release No. 12352 
(April 20. 1976) and was published in 
41 FR 18808 <May 7, 1976». It is adopted, 
with certain modifications, as proposed. 

Section 240.17d-2 calls upon self-reg- 
ulatory organizations to propose to the 
Commission plans for allocating among 
themselves specified regulatory responsi¬ 
bilities with respect to members or par- 
ticicants which they have in common. 
Initial plans may be filed with the Com¬ 
mission within ninety (90) days of the 
effective date of the rule, i.e., on or be¬ 
fore March 15, 1977. or at such later time 
as the Commission may determine at the 
conclusion of the hearings. See an¬ 
nouncement of hearings under the Se¬ 
curities and Exchange Commission in the 
Notices section of this issue of the Fed¬ 
eral Register. 

Background 

Under Section 19(g)(1) of the Ex¬ 
change Act each self-regulatory orga¬ 
nization must, among other things, en¬ 
force the provisions of the Exchange Act, 
the rules and regulations thereunder, as 
well as its own rules as to each of its 
members or participants and as to 
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persons associated with its members. 1 * 
Absent Commission action relieving a 
self-regulatory organization of specified 
responsibilities pursuant to sections 19 
(g)(2) 3 or 17(d)(1) of the Exchange 
Act, where any person is a member or 
participant of more than one self-reg¬ 
ulatory organization, more than one such 
organization would be required, by 
virtue of section 19(g)(1) of the Ex¬ 
change Act, to enforce compliance as to 
that member or participant. 

Reflecting the increased concern of 
Congress, the Commission, the self-reg¬ 
ulatory community, and the securities 
industry as well as the investing public, 
with duplication of regulatory effort and 
gaps or overlaps in regulation, section 
17(d)(1)(A) of the Exchange Act, spe¬ 
cifically grants authority to the Commis¬ 
sion to coordinate the execution of reg¬ 
ulatory responsibilities by self-regula¬ 
tory organizations having members or 
participants in common. 

With respect to persons w’hich are 
members or participants of more than 
one self-regulatory organization, sec¬ 
tion 17(d)(1)(A) authorizes the Com¬ 
mission, by rule or order, in a manner 
consistent with the public interest and 
the protection of investors to relieve any 
self-regulatory organization of the re¬ 
sponsibility to receive regulatory reports, 
to examine for and enforce compliance 
with the provisions of the Exchange Act, 
its rules and regulations, and the rules 
of the self-regulatory organization. It 
also grants the Commission authority to 
relieve such self-regulatory organiza¬ 
tions of responsibility to carry out other 
specified regulatory functions. 

In granting such relief, section 17(d) 
(1) of the Exchange Act directs the 
Commission to consider the regulatory 
capabilities and procedures of the self- 
regulatory organization, availability of 
staff, convenience of location, unneces¬ 
sary regulatory duplication, and any 
other factors the Commission determines 
to be germane to the protection of in¬ 
vestors, cooperation and coordination 
among self-regulatory organizations, and 
the development of a national market 
system and a national system for the 
clearance and settlement of securities 
transactions. 

Adoption of § 240.17d-2 

After consideration of the public com¬ 
ments, the Commission hereby adopts. 


1 As to its members which are municipal 
securities brokers or municipal securities 
dealers, a registered securities association 
must also enforce compliance with the rules 
of the Municipal Securities Rulemaking 
Board. 

a Section 19(g)(2) confers on the Commis¬ 
sion broad authority to relieve any self- 
regulatory organization of any responaibUity 
under the Exchange Act to enforce com¬ 
pliance. See proposed Rule 19g2-l, Securities 
Exchange Act Release No. 12483 (Mav 26. 

1976), 41 FR 22959 (June 8. 1976). 
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with certain technical modifications, 5 
§ 240.17d-2 under the Exchange Act. 

Section 240.17d-2 establishes the pro¬ 
cedural foundation for a comprehensive 
allocation of regulatory responsibility 
and promotes the cooperation of self- 
regulators in assessing their regulatory 
capabilities. 

The section provides that any two or 
more self-regulatory organizations may 
join in making a proposal to the Com¬ 
mission for allocation of specified regu¬ 
latory functions as to members or par¬ 
ticipants which they have in common. 
The section specifically contemplates 
that, as to those members or partici¬ 
pants, self-regulators may propose allo¬ 
cation of the responsibility to receive 
regulatory reports, to examine for com¬ 
pliance and to enforce compliance with 
specified provisions of the Exchange Act. 
the rules and regulations thereunder and 
their own rules as well as other specified 
regulatory functions. Paragraph (a) of 
§ 240.17d-2 indicates that a proposal for 
allocation should be made in the form 
of a plan. 

A substantial majority of commenta¬ 
tors supported the adoption of the sec¬ 
tion as proposed. Commentators who did 
not support the proposal appeared to be 
primarily concerned with the possible 
adverse impact of its implementation on 
presently existing programs or organiza¬ 
tions. In addition, some comments ques¬ 
tioned the appropriateness of allocating 
regulatory responsibilities with respect 
to municipal securities brokers and mu¬ 
nicipal securities dealers. 4 

These concerns are relevant primarily 
in assessing particular allocations which 
may be proposed under the section 
rather than the validity of the proposal 
as a method for stimulating analysis of 
the current patterns of regulation and 
promoting efforts to make regulation 
more efficient and effective. Therefore, 
the Commission has determined that it 
will assess these issues in connection 
with specific plans for allocation which 
may be submitted under this section and 
areas appropriate for allocation in light 
of the factors set forth in section 17<d) 
<1) of the Exchange Act and the Com¬ 
mission’s broad authority to coordinate 
the development of the national market 


■ Rule 17d-2 as adopted (17 CFR 240.17d-2) 
modifies the proposal as follows: to Include 
a reference to a national system for clearance 
and settlement of securities transactions in 
paragraph (c): to prescribe In paragraph (c) 
that plans would be declared effective by 
written notice; to clarify that the Commis¬ 
sion under paragraph (g) may designate re¬ 
sponsibility as to members or participants 
or regulatory functions not provided for by 
an effective plan. a f ter notice and opportu¬ 
nity for comment: and to specify that self- 
regulators may notify customers of relief of 
responsibility resulting from Commission 
action under paragraph (g). In addition, 
some stylistic changes were made in para¬ 
graphs (d), (f). and <g). 

• Sections 19(g)(1) and 15A(b) (2) of the 
Exchange Act as well as sections 6(b)(1) and 
17A(b) (3) (A) appear to authorize the Com¬ 
mission to relieve any self-regulatory orga¬ 
nization of any responsibility which would 
be otherwise imposed by the Exchange Act. 


RULES AND REGULATIONS 

system and national system for clear¬ 
ance and settlement of securities trans¬ 
actions pursuant to sections 11A and 
17(d) of the Exchange Act. 

Initial plans for allocation may be filed 
by self-regulatory organizations on or 
before March 15, 1977, or at such later 
date as the Commission may determine 
at the conclusion of the hearings. The 
Commission will evaluate all plans as it 
deems appropriate and coordinate allo¬ 
cations of regulatory functions. 

Any plan should contain all informa¬ 
tional material to Commission evaluation 
of the plan, including the names of self- 
regulatory organizations which are par¬ 
ties to the plan, the names of members or 
participants which they have in common, 
the name of the self-regulatory organiza¬ 
tion recommended to assume respon¬ 
sibility. a complete statement of the reg- 
uatory responsibilities which such self- 
regulator will assume, and a brief ex¬ 
planation of the basis for the proposed 
allocation. Paragraph (e) makes clear 
that more than one such plan may be 
filed by a self-regulatory organization in 
conjunction with other self-regulators. 
Pursuant to paragraph <b), the plans 
may provide for allocation of expenses. 

Under paragraph <c) of this section, 
subsequent to the initial filing of plans 
within the ninety (90) day period, self- 
regulators may propose to the Commis¬ 
sion changes in their plans as amend¬ 
ments appear necessary or appropriate. 
This encourages a continuing reassess¬ 
ment of the effect \nd the needs of the 
industry by self-regulatory organiza¬ 
tions both with respect to individual 
members or participants and particular 
regulatory functions. By providing a 
mechanism for varying allocations of 
responsibility, § 240.17d-2 permits the 
regulatory pattern to adapt promptly to 
the requirements of the evolving national 
market system and national system for 
clearance and settlement of securities 
tranactions. 

In the event that plans, or parts there¬ 
of, declared effective by the Commission 
do not provide for all members or par¬ 
ticipants or do not allocate all regulatory 
functions, under paragraph <g) the Com¬ 
mission may allocate, in light of the fac¬ 
tors set forth in section 17(d)(1) of the 
Exchange Act. such responsibilities to 
appropriate self-regulatory organiza¬ 
tions after providing notice to the af¬ 
fected parties and permitting an oppor¬ 
tunity for comment. 

Under paragraph (d) of this section, 
when the Commission has declared a 
plan effective, any self-regulatory or¬ 
ganization which is a party to the plan 
shall be relieved of responsibility as to 
any person or regulatory function for 
whom such responsibility Is allocated 
under the plan to another self-regula¬ 
tory organization to the extent of such 
allocation. 

Paragraph (c) of this section provides 
that the Commission may declare any 
plan or any part of a plan effective if the 
Commission finds that it is necessary or 
appropriate in the public interest and 
for the protection of investors, to foster 


cooperation and coordination among 
self-regulatory organizations, or to re¬ 
move impediments to and foster the de¬ 
velopment of the national market system 
and a national system for the clearance 
and settlement of securities transactions. 
The Commission will provide written 
notice of the effectiveness of any plan, 
or any part of a plan, to the parties to 
the plan. 

In proposing this section, the Com¬ 
mission specifically solicited comments 
on the necessity or desirability of requir¬ 
ing any self-regulator relieved of re¬ 
sponsibility under the section to notify 
customers of its members or participants 
of the extent of its responsibilities. With 
one exception, commentators expressed 
the view that, since an allocation will 
not adversely affect the public interest 
or investor protection, providing notice 
requires unnecessary expense. In addi¬ 
tion, they noted that it would be difficult 
to provide meaningful notice to cus¬ 
tomers, particularly where regulatory 
functions as to a particular member or 
participant were allocated pursuant to 
multiple effective plans. 

Since the nature, extent, and complex¬ 
ity of plans which may be filed pursuant 
to this section is not ascertainable at this 
time, the Commission has determined to 
adopt paragraph (f) as proposed. Para¬ 
graph (f) provides that self-regulators 
relieved of responsibility pursuant to 
paragraphs (c) and (g) may, but are not 
required to. notify customers of. or per¬ 
sons doing business with, its members or 
participants of any limitations on its re¬ 
sponsibilities under the Exchange Act. 
As such, this paragraph reiterates the 
provisions of section 17(d)(1) of the Ex¬ 
change Act. 

Impact on Competition 

Following the mandate of section 23(a) 
of the Exchange Act. as amended, the 
Commission has considered the impact of 
the adoption of § 240.17d-2 and the allo¬ 
cation program. The Commission finds 
that the adoption of this section will pro¬ 
vide a mechanism for alleviating unnec¬ 
essary regulatory duplication and. con¬ 
sequently. reducing unnecessary ex¬ 
penses of regulation. Therefore, the 
Commission finds that any burden on 
competition w'hich § 240.17d-2 imposes 
is necessary or appropriate in further¬ 
ance of the purposes of the Exchange 
Act and the implementation of section 
17(d) of the Exchange Act. 

Effective Date 

Section 240.17d-2 is effective on De¬ 
cember 15,1976. 

Statutory Basis 

Section 240.17d-2 is hereby adopted 
pursuant to Sections 2. 6. 11 A. 15A, 17. 
17A, 19 and 23 of the Securities and 
Exchange Act of 1934, and sections 78b, 
f. q-1, o-3. q. s, and w of Title 15 of the 
United States Code. 

Since the modifications made in § 240.- 
17d-2 as proposed are technical in na¬ 
ture, the Commission finds, in accord¬ 
ance with the Administrative Procedure 
Act (5 U.S.C. section 551 et seq.). that 
further notice and public procedure are 
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not necessary as a prerequisite to the 
adoption of this section. 

By the Commission. 

George A. Fitzsimmons, 

Secretary . 

October 28 t 1976. 

17 CFR Part 240 is amended as follows: 

Commission action: Pursuant to Sec¬ 
tions 2. 6. 11A. 15A, 17. 17A. 19, and 23 
of the Securities Exchange Act of 1934, 
the Securities and Exchange Commission 
adopts Rule 17d-2 [240.17d-21 in Chap¬ 
ter II of Title 17 of the Code of Federal 
Regulations to read as follows: 

§210. 17d—2 Program for allocation of 
regulatory responsibility. 

<a) Any two or more self-regulatory 
organizations may file with the Commis¬ 
sion within ninety (90) days of the effec¬ 
tive date of this rule, and thereafter as 
changes in designation are necessary or 
appropriate, a plan for allocating among 
the self-regulatory organizations the re¬ 
sponsibility to receive regulatory reports 
from persons who are members or partic¬ 
ipants of more than one of such self- 
regulatory organizations to examine such 
persons for compliance, or to enforce 
compliance by such persons, with speci¬ 
fied provisions of the Securities Exchange 
Act of 1934, the rules and regulations 
thereunder, and the rules of such 6elf- 
regulatory organizations, or to carry out 
other specified regulatory functions with 
respect to such persons. 

«b> Any plan filed hereunder may con¬ 
tain provisions for the allocation among 
the parties of expenses reasonably in¬ 
curred by the self-regulatory organiza¬ 
tion having regulatory responsibilities 
under the plan. 

<c) After appropriate notice and op¬ 
portunity for comment, the Commission 
may, by written notice, declare such a 
plan, or any part of the plan, effective if 
it finds the plan. oe. any part thereof, 
necessary or appropriate in the public 
interest and for the protection of inves¬ 
tors, to foster cooperation and coordina¬ 
tion among self-regulatory organiza¬ 
tions. or to remove impediments to and 
foster the development of the national 
market system and a national system for 
the clearance and settlement of securi¬ 
ties transactions and in conformity with 
the factors set forth in section 17(d) of 
the Securities Exchange Act of 1934. 

‘d> Upon the effectiveness of such a 
plan or part thereof, any self-regulatory 
organization which is a party to the plan 
shall be relieved of responsibility as to 
any person for whom such responsibility 
is allocated under the plan to another 
self-regulatory organization to the extent 
°f such allocation. 

(e) Nothing herein shall preclude any 
self-regulatory organization from ehter- 
mg into more than one plan filed 

hereunder. 

<f) After the Commission has declared 
a plan or part thereof effective pursuant 

0 Paragraph (c) of this section or acted 
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pursuant to paragraph <g) of this section, 
a self-regulatory organization relieved of 
responsibility may notify customers of, 
and persons doing business with, such 
member or participant of the limited na¬ 
ture of its responsibility for such mem¬ 
ber's or participant’s acts, practices, and 
course of business. 

(g) In the event that plans declared 
effective pursuant to paragraph (c> of 
this section do not provide for all mem¬ 
bers or participants or do not allocate 
all regulatory responsibilities, the Com¬ 
mission may. after due consideration of 
the factors enumerated in section 17(d) 
(1) and notice and opportunity for com¬ 
ment, designate one or more of the self- 
regulatory organizations responsible for 
specified regulatory responsibilities with 
respect to such members or participants. 

|PR Doc.76-32643 Piled 11-6-76:8:45 am) 


Title 24—Housing and Urban 
Development 

CHAPTER X—FEDERAL INSURANCE AD¬ 
MINISTRATION, DEPARTMENT OF 
HOUSING AND URBAN DEVELOPMENT 

SUBCHAPTER B—NATIONAL FLOOD 
INSURANCE PROGRAM 

1 Docket No. PI-10661 

PART 1917—APPEALS FROM FLOOD 
ELEVATION DETERMINATION AND JU¬ 
DICIAL REVIEW 

Final Flood Elevation Determinations for 
City of East Point, Fulton County, 
Georgia 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234). 87 Stat. 980. which 
added section 1363 to the National Flood 
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Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 (Pub. L. 90-448), (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§1917.- 
10 >), hereby gives notice of his final de¬ 
terminations of flood elevations for the 
City of East Point, Fulton County, 
Georgia under § 1917.8 of Title 24 of the 
Code of Federal Regulations. 

The Administrator, to whom the Sec¬ 
retary has delegated the statutory au¬ 
thority, has developed criteria for flood 
plain management in flood-prone areas. 
In order to continue participation in the 
National Flood Insurance Program, the 
City must adopt flood plain management 
measures that are consistent with these 
criteria and reflect the base flood ele¬ 
vations determined by the Secretary in 
accordance with 24 CFR Part 1910. 

In accordance with Part 1917, an op¬ 
portunity for the community or individ¬ 
uals to appeal this determination to or 
through the community for a period of 
ninety (90) days has been provided. Pur¬ 
suant to § 1917.8, no appeals were re¬ 
ceived from the community or from in¬ 
dividuals within the community. There¬ 
fore. publication of this notice is in 
compliance with § 1917.10. 

Final flood elevations (100-year flood) 
are listed below for selected locations. 
Maps and other information showing the 
detailed outlines of the flood-prone areas 
and the Anal elevations are available for 
review at the Bulletin Board. City Hall. 
East Point. 

Accordingly, the Administrator has de¬ 
termined the 100-year (i.e., flood with 
one-percent chance of annual occur¬ 
rence) flood elevations as set forth 
below: 


Elevation Width in feet from bank of stream 
in loot to 100-yr hood boundary facing 

Source of flooding Location above mean downstream 

sea level - 

Left Right 


Headland Branch.Conally Drive Bridge .. 

Headland Drive Bridge. 

Farley Branch. Conally Drive Bridge. 

Headland Drive Bridge. 

South Utoy Creek. Stanton Hoad Bridge.. 

McClelland Avc. 

Smith Creek.. Interstate 285 Bridge... 


Duke of Gloucester Street Bridge.. 

North Fork . Dogwood Drive Bridge . 

Camp Creek.. . ... Dodson Drive Bridge .... 

Boulder Way Bridge. .. 

Minims Creek . .. t,000 ft upstream from confluence with 

Camp Creek. \ 

2,500 ft upstream from confluence with 

Camp Creek .. 

Fur Creek . Washington Road Bridge. 

Pelot Road Bridge .. 

Sun Valley Creek . Janice Drive Bridge . 

Carmel Drive Bridge ... 

Camp Creek . West corporate limit . 

Interstalo ‘285 Bridge .. 

Washington Road Bridge . 

Calmer Circle. .. . 


807 

80 

100 

869 

150 

200 

809 

400 

80 

899 

80 

CO 

903 

30 

150 

90(1 

40 

no 

850 

•230 

230 

808 

70 

130 

894 

100 

100 

864 

420 

80 

881 

100 

100 

906 

50 

80 

830 

150 

270 

845 

50 

20 

849 

150 

100 

878 

90 

100 

‘>33 

250 

280 

964 

100 

70 

826 

170 

170 

830 

170 

250 

846 

200 

60 

861 

40 

100 


(National Flood Insurance Act of 1968 (Title xm of Housing and Urban Development Act 
of 1968), effective January 28, 1969 (33 FR 17804, November 28. 1968), as amended (42 U.S.C. 
4001-4128); and Secretary’s delegation of authority to Federal Insurance Administrator, 
34 FR 2680. February 27, 1909, as amended by 39 FR 2787. January 24, 1974.) 


Issued: August 30,1976. 


J. Robert Hunter, 

Acting Federal Insurance Administrator. 
1FR Doc.76-32479 Filed 11-6-76; 8:46 ami 
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[Docket No. FI-1193] 

PART 1917—APPEALS FROM FLOOD 
ELEVATION DETERMINATION AND JU¬ 
DICIAL REVIEW 

Final Flood Elevation for City of Manitowoc, 
Manitowoc County, Wisconsin 

The Federal Insurance Administrator, 
In accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980. which 
added section 1363 to the National Flood 
Insurance Act of 1968 (TiUe XIII of the 
Housing and Urban Development Act of 
1968 (Pub. L. 90-448), <42 U.S.C. 4001- 
4128). and 24 CFR Part 1917 <5 1917.- 
10 )), hereby gives notice of his final de¬ 
terminations of flood elevations for the 
City of Manitowoc, Manitowoc County, 
Wisconsin under § 1917.9 of Title 24 of 
the Code of Federal Regulations. 

The Administrator, to whom the Sec¬ 
retary has delegated the statutory au¬ 
thority, has developed criteria for flood 
plain management in flood-prone areas. 
In order to continue participation in 
the National Flood Insurance Program, 
the City must adopt flood plain manage¬ 


ment measures that are consistent with 
these criteria and reflect the base flood 
elevations determined by the Secretary 
in accordance with 24 CFR Part 1910. 

In accordance with Part 1917, an op¬ 
portunity for the community or individ¬ 
uals to appeal this determination to or 
through the community for a period of 
ninety (90) days has been provided. Pur¬ 
suant to 5 1917.9(a), the Administrator 
has resolved the appeals presented by the 
community. Therefore, publication of 
this notice is in compliance with 
§ 1917.10. 

Final flood elevations (100-year flood) 
are listed below for selected locations. 
Maps and other information showing the 
detailed outlines of the flood-prone areas 
and the Anal elevations are available for 
review at the first floor bulletin board, 
City Hall, 817 Franklin Street, Manito¬ 
woc, Wisconsin. 

Accordingly, the Administrator has de¬ 
termined the 100 -year (i.e., flood with 
one-percent chance of annual occur¬ 
rence) flood elevations as set forth 
below: 


Source of flooding Location 


Manitowoc River..Chicago A Northwestern Railroad 

Broadway St. (extended). 


Littlo Manitowoc Waldo 1)1 vd. 

River. Cleveland Ave. 

All corporate limits . 

Silver Creek.South 10th 8t. 

Lake Michigan .South of Green St. 

North of Park St. 

Commercial St. 

Columbus St. (extended). 


1 At shoreline. 


Elevation Width In feet from bank of stream 
in feet to 100-yr flood boundary facing 

above mean downstream 

sea level - 

Left Right 


585 

60 

0 

588 

0 

500 

589 

0 

1,000 

588 

60 

0 

584 

60 

80 

589 

40 

200 

608 

120 

0 

584 C 

») 

0) 

584 ( 

•) 

0) 

584 . 


20 

684 . 


20 


(National Flood Insurance Act of 1968 (Title XIII of Housing and Urban Development Act 
of 1968). effective January 28, 1969 (33 FR 17804, November 28, 1968). as amended (42 U.8.C. 
4001-4128); and Secretary’s delegation of authority to Federal Insurance Administrator, 
34 FR 2680, February 27, 1969. as amended by 39 FR 2787, January 24, 1974.) 


Issued: September 23,1976, 


Howard B. Clark, 

Acting Federal Insurance Administrator . 
[FR Doc.76-32480 Filed ll-5-76;8:45| 


Title 45—Public Welfare 

CHAPTER V—FOREIGN CLAIMS SETTLE¬ 
MENT COMMISSION OF THE UNITED 
STATES 

SUBCHAPTER F—RECEIPT. ADMINISTRATION 
AND PAYMENT OF CLAIMS UNDER TITLE II 
OF THE WAR CLAIMS ACT OF 1948. AS 
AMENDED BY PUBLIC LAW 87-646 AND 
PROTESTS UNDER PUBLIC LAW 94-542 

PART 581—FILING OF PROTESTS AND 
PROCEDURES THEREFOR 

Pursuant to Pub. L. 94-542. approved 
October 18. 1976, the Foreign Claims 
Settlement Commission of the United 
States is authorized to receive protests of 
United States nationals relating to 
awards made by the Commission during 
the 10 calendar days immediately pre¬ 
ceding the May 17. 1967, expiration date 
of the Commission’s authority to grant 
awards for war damage losses which oc¬ 
curred during World War II under the 


provisions of Public Law 87-846, ap¬ 
proved October 22. 1962. which amended 
the War Claims Act of 1948, as amended. 

Therefore, in accordance with the pro¬ 
visions of Pub. L. 94-542. the Regulations 
of the Commission are amended as fol¬ 
lows: 

Subchapter F, Chapter V, Title 45 of 
the Code of Federal Regulations is here¬ 
by amended by adding Part 581. 

See. 

581.1 Time for filing. 

581.2 Information required for filing pro¬ 

tests. 

581.3 Hearings. 

Authoritt. Pub. L. 94-542. 

§ 581.1 Time for filing. 

Protests of United States nationals re¬ 
lating to awards made by the Commis 
sion during the 10 calendar days immedi¬ 
ately preceding the May 17, 1967, ex¬ 


piration date of the Commission’s au¬ 
thority to grant awards for war damage 
losses which occurred during World War 
II under the provisions of Pub. L. 87-846, 
approved October 22, 1962, which 

amended the War Claims Act of 1948, 
as amended, authorized by section 615 
of Pub. L. 94-542, approved October 18, 
1976, shall be filed with the Commission 
on or before February 7, 1977. 

§ 581.2 Information required for filing 
protests. 

(a) No official form is required for fil¬ 
ing a protest. Protests shall be filed, in 
writing, signed by the claimant or his 
legal representative. The protest shall 
include: (1) The name of the claimant 
as set forth in the Commission’s decision 
issued on the claim under Pub. L. 87-846: 
( 2 ) the claim number previously assigned 
by the Commission: (3) the grounds for 
the protest, amount of increase in the 
award requested, together with all docu¬ 
mentation and legal argument which the 
claimant wishes the Commission to con¬ 
sider in determining the merits of the 
protest; (4) a specific request for a hear¬ 
ing, if desired. 

(b) Notice to the Foreign Claims Set¬ 
tlement Commission, the Department of 
State, or any other governmental office 
or agency, prior to the enactment of the 
statute authorizing the protests referred 
to herein shall not be considered as a 
timely filing of a protest under Pub. L. 
94-542. 

§ 581.3 Hearings. 

(a) Upon specific written request, 
made at the time of filing the protest, 
the Commission may grant the claimant 
a hearing for the presentation of oral 
testimony and argumentation in support 
of the protest. 

(b) Hearings shall be held upon not 
less than seven days notice. 

(c) Hearing procedures as provided 
for under § 531.6(b)-(d). Subchapter C 
of this chapter shall be applicable to pro¬ 
tests under this subchapter. 

(d) Hearings may be stenographically 
reported either at the request of the 
claimant or upon the discretion of the 
Commission. Claimants making such a 
request shall notify the Commission at 
the time of filing the protest. When a 
stenographic record of a hearing is or¬ 
dered at the claimant’s request, the cost 
of such reporting and transcription is 
his responsibility. 

<e> Subsequent to the hearing, if any* 
the Commission will issue a final deter¬ 
mination on the protest within the re¬ 
maining 30 days from the date of filing 
of the protest, and no appeal from such 
determination shall be granted. 

This amendment shall become effec¬ 
tive on November 8.1976. 

Dated: November 3,1976. 

Wayland D. McClellan, 
General Counsel 

[PR Doc.76-32745 FUed 11-5-76:8:46 am) 
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Title 47—Telecommunication 

CHAPTER I—FEDERAL 
COMMUNICATIONS COMMISSION 

| Docket No. 20746] 

PART 15— RADIO FREQUENCY DEVICES 

Class D CB Transmitters and Transmitter 
Section of Class D CB Transceivers 

Memorandum Opinion and Order 

Correction 

In PR Doc. 76-31636 appearing at page 
47442 in the Federal Register of Friday. 
October 29. 1976 the following correction 
should be made. On page 47444, third 
column, § 15.59* h> (1) and <2) should 
have appeared as follows: 

/t/Vm 
at 3m 

* U) For a CB receiver model initially 
placed in production after January 1, 

1977 ... HO 

*2) For a CB receiver model initially 

placed in production after January 1. 

1978 ..... 40 


PART 0—COMMISSION ORGANIZATION 

Delegation of Authority; Chairman and 
Executive Director 

Adopted; November 1. 1976. 

Released: November 2. 1976. 

Order. In the matter of editorial 
amendment of Part 0 of the rules, dele¬ 
gations of authority. 

1. The Commission has clarified the 
authority of the Chairman and the Ex¬ 
ecutive Director with respect to the pro¬ 
curement and contract activities of the 
agency. It is appropriate that the author¬ 
ity of those officials in this respect be re¬ 
flected ih Subpart B of Part 0 of the 
rules. Delegations of Authority".. 

2 . Accordingly. §§0.211 and 0.231 of 
the rules and regulations are amended as 
set out below. Authority for these amend¬ 
ments is set out in sections 4<i) and 5<d> 
of the Communications Act of 1934. as 
amended, 47 U.S.C. 154ii) and 155(d), 
and in § 0.231 < d» of the rules and regula¬ 
tions, 47 CFR 0.231. Because the amend¬ 
ments are editorial in nature and relate 
to internal agency organization, the prior 
notice and effective date provisions of 5 
CSC. 553 are inapplicable, and these 
changes will become effective November 
16. 1976. 

<Secs. 4. 5. 48 8tat . as amended. 1066. 1068; 

•47 U.S.C. 154. 155).) 

Federal Communications 
Commission. 

Richard D Lichtwardt. 

Executive Director. 

Pan 0 of Chapter I of Title 47 of the 
Code of Federal Regulations is amended 
as follows: 

1 Section 0.211 <e* is revised to read as 

follows: 

& 9-2 11 Chairman. 


Authority to act as “Head of the 
Agency ’ 1 or "Agencv Head ‘ for admin¬ 
istrative determinations required by Fed¬ 
eral Procurement Regulations and Fed¬ 
eral Management Circulars. 


2. Section 0.231 <g> is added to read as 
follows: 

§0.231 Authority delegated. 

*:**»» 

(g> The Executive Director is dele¬ 
gated authority to act as Head of the 
Procurement Activity and Contracting 
Officer for the Commission and to desig¬ 
nate appropriate subordinate officials to 
act as Contracting Officers for the Com¬ 
mission. 

|FR Doc.76-32754 Piled 11-5-76;8 45 ami 


| Docket No 20314; FCC 76-1001; RM-2287 j 

PART 73—RADIO BROADCAST SERVICES 

FM Broadcast Stations in Certain Cities in 
Nebraska 

Adopted : October 27. 1976. 

Released: November 4. 197£ 

Report and order —Proceeding termi¬ 
nated. In the matter of amendment of 
§ 73.202(b). Table oj assignments, FM 
Broadcast Stations. •< Cheyenne, Wyo¬ 
ming and Terrytown, Nebraska). Docket 
No. 20314. RM-2287. 1 

1. The Commission has under consid¬ 
eration its notice of proposed rulemak¬ 
ing, adopted December 30. 1974 (40 FR 
2713), proposing that the FM Table of 
Assignments (§ 73.202<b> of the Com¬ 
mission’s rules and regulations) be 
amended by substituting Channel 264 for 
Channel 292A at Cheyenne, Wyoming, 
and by substituting Channel 280A for 
Channel 265A at Terrytown, Nebraska. 
The proposal also included a request by 
petitioner. KVWO, Inc., licensee of Sta¬ 
tions KVWO< AM* and KVWO-FM 
(Channel 292A > , Cheyenne, to modify its 
FM license to specify Channel 264 as its 
channel of operation. Comments and 
other pleadings responsive to the Notice 
were filed by: Petitioner. KRAE, Inc., li¬ 
censee of AM Station KRAE. Cheyenne; 
and Rumberger Enterprises. Inc., licens¬ 
ee of AM Station KNIE, Cheyenne.’ 

2. Cheyenne (population 49.914). 2 3 * * * 7 lo¬ 
cated in Laramie County (population 
56,360*. is the most populous city in and 
the capital of Wyoming Local aural 
broadcast services in Cheyenne are pro¬ 
vided by four AM stations: KFBC (un¬ 
limited-time*. licensed to Frontier 
Broadcasting Co.; KNIE (unlimited¬ 
time* . licensed to Dencolo. KRAE <day- 
time-only*. licensed to KRAE. Inc.; and 
KVWO ‘daytime-only*, licensed to peti¬ 
tioner; and by two FM stations: KFBC- 
FM Channel 250) licensed to Frontier 
Broadcasting and KVWO-FM (Channel 
292A». licensed to petitioner. The assign¬ 
ment of Channel 264 to Cheyenne would 
require the deletion of Channel 265A at 
Terrytown, Nebraska, where it is pres¬ 
ently unoccupied and unapplied for, in 
order to comply with the Commission’s 


’ By Order adopted April 27. 1976, the li¬ 
cense of Station KNIE was assigned to Den¬ 
colo Broadcasting, Inc. (File No. BAL-8616). 

All population figures are taken from the 
1970 U S Census, unless otherwise stated. 

1 See 41 FR 15907. April 15. 1976. 


minimum mileage separation require¬ 
ments. The substitute assignment of 
Channel 280A at Terrytown can be made 
without affecting existing FM assign¬ 
ments. In the Notice, relevant economic 
considerations were discussed. Since they 
support the assignment of Channel 264 
to Cheyenne, those factors are not re¬ 
peated here. 

3. KRAE, Inc., has submitted a coun¬ 
terproposal to retain Channel 292A and 
to assign Channel 264 to Cheyenne. It 
states that it wishes to apply for the pro¬ 
posed Class C channel if assigned. It al¬ 
leges that it is now operating at a sig¬ 
nificant competitive disadvantage since 
it is limited to a daytime-only AM oper¬ 
ation while its competitors are able to 
provide nighttime service.’ Regarding the 
intermixture of classes of channels that 
would result from the retention of Chan¬ 
nel 292A at Cheyenne. KRAE, Inc., ar¬ 
gues that such retention would not rep¬ 
resent a new departure from the Com¬ 
mission’s policy since intermixture t«? al¬ 
ready present. Moreover, a third Class C 
channel cannot be assigned to Cheyenne, 
according to KRAE, Inc., because, other 
than Channel 264, there are none avail¬ 
able. Regarding our population criteria 
for assigning FM channels, it is noted 
that according to a study prepared by 
the Cheyenne Department of Model Cit¬ 
ies, by 1985 Cheyenne's population is ex¬ 
pected to rise to 60,000 persons. Further. 
Wyoming has two communities with two 
Class C channels and with less than one- 
third the population of Cheyenne." Thus, 
it is argued that strict compliance with 
the population guidelines would violate 
section 307(b) which requires a ’‘fair, 
efficient, and equitable distribution" of 
radio services ‘‘among the several States 
and communities." Finally, KRAE. Inc., 
mentions that it would be willing to ap¬ 
ply for the Class A channel, if retained, 
and that in light of such expressed in¬ 
terest, Channel 292A should not be de¬ 
leted from Cheyenne. 

4. Rumberger Enterprises, Inc., states 
that it also supports the proposal to as¬ 
sign Channel 264 and to retain Channel 
292A at Cheyenne and that it also op¬ 
poses the requested modification of pe¬ 
titioner’s license to specify Channel 264, 
as proposed in the Notice. It notes that 
this is not a case in which it is necessary 
to delete petitioner’s existing channel in 
order to assign the proposed Class C 
channel. It believes that our population 
guidelines should not be a bar to the 
addition of a third channel to Cheyenne 
in light of an unofficial population esti- 


' KVWO Inc., operates KVWOlAMl and 
KVWO- FM: Frontier Broadcasting Co. Is li¬ 
censed for KFBC i AM) and KFBC FM; Rum¬ 

berger Enterprises, Inc. operates full-time 
AM Station KNIE. 

3 See Paragraph 4 of the further notice of 
proposed rule making in Docket No. 14185 
In paragraph 26 of the Third Report. Mem- 

(FCC 62 867) and Incorporated by reference 
orandum Opinion and Order. 40 F.C.C. 717, 
758 (1963). 

rt Sheridan (pop. 16.800) and Rock Springs 

(poo. 14.200). 

7 See note 16, infra. 
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mate of 54,000 people as of 1975. as de¬ 
termined by the Cheyenne Chamber of 
Commerce. It also urges that we consider 
Cheyenne’s dominant position in the 
state as the capital and largest city. 
Rumberger specifically represents that 
it would apply for any FM channel which 
is made available as a result of this pro¬ 
ceeding. As to petitioner’s requested 
modification. Rumberger notes that de¬ 
letion of petitioner’s channel of opera¬ 
tion is not technically required and that 
the public interest consideration of con¬ 
tinuing and existing service is overcome 
by the need to open a new’ channel as¬ 
signment to competing applicants. The 
petitioner should not, in Rumberger’s 
opinion, be entitled to a protected status 
by merely being the first to petition that 
an additional Class C channel be as¬ 
signed to Cheyenne. Rumberger further 
avers that petitioner’s effort to modify 
its present license to specify the only 
Class Cchannel available for assignment 
to Cheyenne is an attempt to freeze out 
competition. 

5. In reply comments, petitioner main¬ 
tains that its license should be modified 
as originally requested, but that if such 
modification is not granted then it re¬ 
quests that no changes in the FM Table 
of Assignments regarding Cheyenne be 
adopted. It alleges that the population 
criteria do not, at present, permit three 
channels and that although Cheyenne 
has experienced a rapid growth rate the 
last few years, the 1970 Census figure 
represents a 6 percent decline in popula¬ 
tion since the 1960 Census. Petitioner 
calls our attention to several cases in 
which we have declined to make an ex¬ 
ception to our population criteria. In 
addition, it claims that our policy 
against intermixture would be fostered 
by adopting the proposal set forth in the 
Notice. Modification of its license, ac¬ 
cording to petitioner, will eliminate the 
technical and competitive disparities be¬ 
tween the two existing FM licensees. It 
also argues that the equities are in its 
favor because it did the engineering work 
involved in discovering the availability 
of a Class C channel and that it has up¬ 
graded service on its station since taking 
over from a nearby bankrupt licensee 
several years ago. Finally, we are told 
that “[tlhe Commission has the inherent 
power to modify a station’s license to re¬ 
quire operation on a new channel with¬ 
out first holding a hearing or entering 
into sections 308 and 309 of the Commu¬ 
nications Act considerations.” Section 316 
fa) of the Act, it is alleged, gives the 
Commission this modification power 
"without preliminarv recourse to the nor¬ 
mal hearing procedures since a licensee 
has no proprietary right in a particular 
frequency.” In petitioner’s opinion, this 
procedure would obviate the need for 
any potentially lengthy and time-con¬ 
suming hearings. 

6 . In reply comments (received the 
same day as petitioner’s reply com¬ 
ments), KRAE. Inc., argues that the 
Ashbacker doctrine * requires compara- 


• Ashbacker Radio Corporation v. F.C.C.. 
326 U.S. 327 (1945). 
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tive consideration of all qualified appli¬ 
cants for the new frequency. It alleges 
that by adopting the counterproposal, no 
party will be prejudiced and the public 
interest will be served by full compara¬ 
tive consideration of all qualified appli¬ 
cants. 

7. After careful and extensive review 
of the Ashbacker doctrine and other is¬ 
sues in this case, the Commission be¬ 
lieves that the counterproposal repre¬ 
sents the more prudent resolution of the 
relevant public interest considerations 
involved. For reasons stated below, we be¬ 
lieve the public interest will be best 
served by retaining Channel 292A at 
Cheyenne, assigning Channel 264 as a 
third channel there, and by denying peti¬ 
tioner's request for modification of its 
present license to specify operation on 
Channel 264. Consequently, we also deny 
petitioner’s alternative request to make 
no changes in the Table of Assignments 
for Cheyenne. 

8 . First we shall consider the argu¬ 
ments advanced concerning our popula¬ 
tion criteria and our policy against inter¬ 
mixture. We have often said that our 
population criteria are "a guide and not 
an immutable standard”* and are only 
one of many considerations to be weighed 
in making "a fair, efficient and equitable” 
distribution of FM assignments under 
Section 307(b) of the Communications 
Act of 1934, as amended. 10 More impor¬ 
tant is the future availability of FM 
channels for assignment in the particular 
area and the demand therefore Demand 
is an important consideration in this 
case, because if we adopt the counter¬ 
proposal, we would subject the Class A 
operation to competition with two Class 
C operations. Both KRAE, Inc., and 
Rumberger Enterprises, Inc., have ex¬ 
pressed interest in operating the Class A 
frequency should they fail to obtain the 
Class C channel adopted herein. Chey¬ 
enne is. as previously stated, the most 
populous city in Wyoming and the capital 
city of the state. Further, the Cheyenne 
Department of Model Cities forecasts a 
1985 population of 60,000, according to 
petitioner’s exhibit. Indeed, it would be 
futile to wait until the 1980 Census fig¬ 
ures are published before we could justify 
the addition of a third channel to a com¬ 
munity that is so close to the incremental 
figure. Thus, in view of the availability 
of another FM channel, the expressed 
interest in a third FM channel, the im¬ 
portant position occupied by Chevenne 
in the state and the population figures 
estimated for Cheyenne, the addition of 
a third FM channel is warranted. 

9. Regarding our policy against inter¬ 
mixture. we have previously stated that a 
deviation from that policy is justified 
where a demand for the Class A channel 
is present and where a showing has been 


* Fresno. Cal.. 38 F.C.C. 2d 525. 526 (1972); 
Colorado Springs, Colo.. 44 F.C.C. 2d 1047. 
1054 (1974): Rapid City. S.D., 50 F.C.C. 2d 
997, 999-1000 (1975). 

10 Colorado Springs, Colo., 44 F.C.C. 2d 1047, 
1054 (1974). 

” Yakima. Wash., 42 F.C.C. 2d 548, 549 
(1973). 


made that a Class A channel could com¬ 
pete with a Class C channel (or at least, 
a showing has been made that someone 
is willing to undertake the use of the 
Class A channel). 1 * KRAE. Inc. and 
Rumberger Enterprises, Inc. have both 
expressed an interest in operating the 
Class A channel should they fail to obtain 
the new Class C channel or should peti¬ 
tioner lose interest in continuing its pres¬ 
ent Class A station. There has been no 
evidence presented that the Class A 
channel could not continue to compete 
effectively with the two Class C channels. 
Moreover, as KRAE, Inc. points out, 
there is already intermixture of the 
existing Class A and Class C operations 
in Cheyenne. In addition, it appears that 
no additional Class C channels are avail¬ 
able for assignment to Cheyenne to per¬ 
mit us to replace the Class A channel. 
Finally, the diversity of programming 
that would result from the operation of 
three stations rather than two stations 
is an important public interest consider¬ 
ation. Thus, we believe that intermixture 
of classes of channels in Chevenne would 
not result in an undesirable situation and 
we shall retain the existing Class A as¬ 
signment at Cheyenne. 1 * 

10. The issue has been raised whether 
an existing licensee is entitled to a mod¬ 
ification of its license, upon request, to 
specify operation on a newly assigned 
frequency of a superior class of channel 
in the same community vriiere the exist¬ 
ing licensee’s channel of operation is not 
deleted and other parties desire to apply 
for the new assignment. A modification 
may be issued either (1) bv virtue of 
Commission Order under section 316(a) 
of the Communications Act of 1934. as 
amended, if the Commission finds, after 
affording the licensee notification of the 
proposed action and an opportunity to be 
heard, that the public interest, conven¬ 
ience. and necessity will be promoted 
thereby, or (2) bv grant of an application 
filed by the licensee, pursuant to section 
309(a) of the Communications Act, under 
the same public interest determination. 
In this case, petitioner does not have a 
right to a section 316(a) modification 
because under that provision the exercise 
of the Commission’s power to modify is 
independent of the licensee’s wishes. 1 * We 
have already determined that the public 
interest would be served by retaining the 
Cl^ss A channel on which petitioner op¬ 
erates. Bv granting petitioner’s request 
-we would be effectively foreclosing the 
filing of other applications by interested 
persons for the newly assigned channel 
after the effective date of the modiflca- 


11 See Yakima, Wash.. 42 F.C.C. 2d 548, 550 
(1973) and cases cited therein. 

"See Delta Television. Inc., 11 R.R 1559 
(1954); WBUF-TV. Inc.. 12 R.R. 218(a) 
(1955): Albany-Schenectady-Troy, New York, 
23 F.C.C. 358 (1957). 

u See Peoples Broadcasting Co. v. U.S.. 209 
F. 2d 286 (D.C. Clr. 1953). “The policy of the 
Act is clear that no person is to have any¬ 
thing in the nature of a property right as a 
result of the granting of a license." F.C.C. v. 
8anders Bros. Radio Station. 309 US 470 
(1940). See also section 304 of the Communi¬ 
cations Act of 1934. as amended. 
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tion. In “Ashbacker Radio Corp. v. 
F.C.C.”, 326 U.S. 327 (1945), the Supreme 
Court decided that the Commission 
could not grant the application of one 
party for a new frequency without first 
giving comparative consideration to other 
mutually exclusive applications filed 
therewith. Without a hearing in which 
all mutually exclusive applications are 
given comparative analysis, the Commis¬ 
sion could not make the public interest 
finding as to which applicant was the best 
qualified to render service in the public 
interest. 15 We do not wish to cut off the 
rights of other interested parties who 
might want to apply for the new chan¬ 
nel. It is our policy in these cases where 
a modification is requested from a Class 
A channel to a Class C (or Class B) 
channel to deny‘modification if any other 
person expresses a desire to apply for the 
newly assigned channel. 1 * We believe 
that the public interest would be best 
served by affording other interested per¬ 
sons an equal opportunity to file an ap¬ 
plication and to be given consideration 
for the new channel . 17 This procedure is 
designed to enable us to more effectively 
exercise our section 316(a) authority to 
modify. By requiring all persons who may 
wish to apply for a newly assigned chan¬ 
nel to make that desire known and to 
state why we should not grant a request¬ 
ed modification, we can make a more in¬ 
formed judgment. On the other hand, if 
we merely denied modification and or¬ 
dered that an application under section 
309*a i be filed in the belief that some 
other person, unknown to us. may be 
waiting for a channel to be assigned be¬ 
fore filing an application, we might be 
subjecting a licensee who is seeking mod¬ 
ification needless delay and expense. 
However, in this case, all interested par¬ 
ties did come forward and properly an¬ 
nounce in comments them desire to ap¬ 
ply for the newly assigned channel. Pe¬ 
titioner has not adequately demonstrated 
that it should be favored or protected 
against other interested parties. There¬ 
fore. its request for modification is de¬ 
nied and it or any other interested party 
should file an application pursuant to 


Sec PeoplC8 Broadcasting Co. v. U.S.. su¬ 
pra. ‘ The basic teaching of the Ashbacker 
case is that comparative consideration by 
th? Commission and competition between the 
applicants is the process most likely to serve 
the public." Communitv Broadcasting Co. v. 
FCC.. 274 F 2d 753, 759 (DC. Clr. 1960). 

Compare Crestview and Fort Walton 
Beach. Fla., F.C.C. 2d (1976) and Mitchell, 
South Dakota. F.C.C. 2d (1976). 

17 There are analogous Commission prec¬ 
edents worthy of mention. E.g. in WBTJF- 
Tv - Inc • 12 R.R 218(a) (1955). the Commis¬ 
sion refused to issue a show cause order to 
modify the license of a UHF licensee to spec¬ 
ify operation on a VHF channel because, by 
taking such action, interested persons who 
would otherwise wish to apply for the VHF 
channel would be unable to do so. See also 
Albany-Schenectady-Troy, N.Y.. 23 F C.C. 358 
}hJS7); Elmira. NY.. 13 R.R 1536 (1956); 
ucha Television,- Inc.. 11 R.R. 1559 (1954). 
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section 309(a) for use of Channel 264 if 
it desires to operate on that frequency. 1 * * 

11. Regarding the technical feasibility 
of the assignment of Channel 264 to 
Cheyenne, it will be necessary, as stated 
before, to substitute Channel 280A for 
unoccupied Channel 265A at Terrytown, 
Nebraska. In addition, the transmitter 
site for a Channel 264 operation at Chey¬ 
enne must be located at least 5 miles west 
of the community in order to meet the 
Commission’s spacing requirements with 
respect to Channel 261A at Kimball. Ne¬ 
braska. 

‘ 12. Preclusion will occur on Channels 
261A, 263. 264 and 265A as a result of 
assigning Channel 264 to Cheyenne. The 
precluded areas on Channel 263, 264 and 
265A are essentially identical and con¬ 
tain a number of unoccupied assign¬ 
ments. In addition, only two communi¬ 
ties, Wheatland and Torrington, Wyo¬ 
ming, would be affected on Channel 
261A. However, both cities have unoc¬ 
cupied assignments. Thus, the adverse 
effects on the future availability of 
channels in the precluded areas are 
insignificant. 

13. Accordingly, pursuant to authority 
contained in sections 4(i), 303 and 307 
<b) of the Communications Act of 1934, 
as amended: It is ordered , That effective 
December 10. 1976, the FM Table of As¬ 
signments § 73.202»b> of the Commis¬ 
sion’s rules and regulations is amended 
as follows for the communities listed: 

City; Cheyenne. Wyoming, channel No. 
250. 264, 292A; and Terrytown. Nebraska, 
channel No. 280A. 

14. It is further ordered. That the peti¬ 
tion of KVWO, Inc., insofar as it re¬ 
quests the modification of its license to 
specify Channel 264 in lieu of Channel 
292A and the deletion of Channel 292A 
at Cheyenne is denied. 

15. It is further ordered. That the 
counterproposal of KRAE, Inc. is 
granted. 

16. It is further ordered , That this 
proceeding is terminated. 

(Secs. 4, 303. 307. 48 Scat., as amended, 1066. 
1082. 1083; (47 U.S.C. 154. 303, 307). 

Federal Communications 
Commission. 14 

Vincent J. Mullins, 

Secretary. 

[FR Doc.76-32755 Filed 11-5-76;8:45 ami 

[Docket No. 20422; FCC 76-1003) 

PART 73—RADIO BROADCAST SERVICES 

FM Broadcast Stations in Certain Cities in 
Florida 

Adopted: October 27, 1976. 

Released: November 5, 1976. 

Report and order—Proceeding Termi¬ 
nated. 


‘“Perhaps if this were a case in which a 
channel of operation was deleted for techni¬ 
cal reasons or otherwise in order to assign 
another channel, other considerations would 
be presented. See. for example. Endicott, N.Y., 
51 F.C.C. 2d 50 (1975). 

Commissioner Lee absent; Commissioner 
White not participating. 
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In the matter of amendment of § 73.- 
202(b), Table of Assignments, FM Broad¬ 
cast Stations. (Fort Walton Beach, 
Crestview and Destin, Florida). Docket 
No. 20422, RM-2395, RM-2471. RM- 
2421, RM-2503, RM-2451. 

1. The Commission herein considers its 
notice of proposed rulemaking 1 issued in 
response to the filing with the Commis¬ 
sion of five petitions for rulemaking, 
each of which is explained below: 

(a) White Sands Broadcasting ("White 
Sands") requested the assignment of Chan¬ 
nel 221A to Fort Walton Beach. Florida, as a 
second FM assignment to the communitv 
(RM-2395); 

(b) Dr. John Matkowskl ("Matkowski") 
sought the assignment of Channel 243 to 
Destin, Florida, a small, \ininoorporated 
community located six miles east of Fort 
Walton Beach. The requested assignment 
would provide Destin with its first local 
aural service (RM-2421); 

(c) Vacatlonland Broadcasting Co. (“Vaea- 
tionland”). licensee of daytime-only AM 
Station WFTW and FM Station WFTW-FM. 
Channel 257A. Fort Walton Beach, requested 
the assignment of Channel 243 to Fort Wal¬ 
ton Beach, asserting that it will relinquish 
Its present use of Channel 257A In favor of 
operation on Channel 243 (RM-2457);s 

(d) Holley A. Rodgers (“Rodgers”) also 
sought the assignment of Channel 243 to 
Fort Walton Beach, and, like Vacatlonland, 
says it will seek broadcast authority should 
the channel be assigned (RM-2471); 

<e) Crestview Broadcasting Co. (“CBC"), 
licensee of AM Station WJSB. Crestview. and 
FM Station WAAZ-FM. Channel 285A. also 
at Crestview. petitioned the Commission to 
assign Channel 243 to Crestview, asserting 
that If the assignment Is made it will file an 
application to modify its present facilities 
from Channel 285A to Channel 243 (RM- 
2503). 

2. Opposition pleadings in response to 
the petitions seeking the assignment of 
Channel 243 to Fort Walton Beach were 
filed by Deltona Broadcasting Co. (“Del¬ 
tona”) . licensee of WPAP-FM, Channel 
223, Panama City. Florida, and by Janus 
Broadcasting Co. (“Janus”)rlicensee of 
WCNE and WCNE-FM, Channel 253, 
Panama City. Florida. Comments in sup¬ 
port of the Channel 243 assignment at 
Fort Walton Beach were received from 
the Greater Fort Walton Beach Cham¬ 
ber of Commerce, while the South Wal¬ 
ton County Lions Club filed comments 
in support of the proposal to assign 
Channel 243 to Destin. All petitioning 
parties filed supplemental pleadings. The 
proposals to assign Channel 243 to Fort 
Walton Beach, to Destin, or to Crestview 
are mutually exclusive since, under the 
Commission’s mileage separation reauire- 
ments. assignment to one of the three 
proposed communities would bar use of 
the channel at the two remaining com¬ 
munities . 3 


M0 FR 17598. April 21. 1975; 40 FR 24031. 
June 4. 1975. 

a Vacatlonland suggested that with the as¬ 
signment of Channel 243. Channel 257A could 
be deleted from Fort Walton Beach and re¬ 
assigned to Dentin. 

3 Section 73.207(a) of the Commission’s 
rules requires a minimum mileage separation 
of 180 miles between co-channel Class C FM 
stations. 
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3. The Notice proposed the following 
assignments: 


City 

Channel No. 

Present 

Proposed 

Crest view. Fla. 

Deatln. Fla .. 

... 285A 

243 

2S5A 

Fort Walton Beach. Fla.. 

. 257A 

221A, 257A 


4. We think it appropriate to first re¬ 
spond to a procedural complaint raised 
by Vacationland and echoed by Matkow- 
ski. These parties assert that the Broad¬ 
cast Bureau, by setting forth in the No¬ 
tice the proposed channel assignments 
described above, manifested an arbitrary 
and capricious “absolute predisposition” 
of the case by failing to offer alternative 
channel assignment proposals for com¬ 
ment. Vacationland asserted further 
that the issuance of the Notice was “an 
illegal act” since the Broadcast Bureau’s 
delegated authority to issue rule making 
notices involving FM channel assign¬ 
ments applies only to “routine” proceed¬ 
ings Vacationland asserts that the in¬ 
stant proceeding involves something 
more than “route” channel assignment 
changes. 

5 . We first consider the contention by 
Vacationland that the Commission'was 
obligated yet failed to offer a choice of 
channel assignment proposals in the No¬ 
tice. and that such a failure constituted 
an “absolute predisposition” of the case. 
We see no merit in the argument. We do 
not believe this agency is required to ad¬ 
vance rulemaking proposals which are 
patently defective and inconsistent with 
established Commission policy. Such a 
requirement (which is implicitly sug¬ 
gested in Vacationland's allegation) 
would subject the already lengthy ad¬ 
ministrative process to even greater 
delay. If alternative proposals conform¬ 
ing with Commission policy had been 
advanced by the parties, they would have 
been included with those submitted for 
comment in the Notice. In point of fact, 
and as we noted in paragraphs four and 
five of the Notice, certain of the pro¬ 
posals ran contrary to our policies on 
“intermixture.” for instance, and were 
therefore not advanced for comment. 
Further, we included a detailed discus¬ 
sion of the reasons why we believed the 
proposals to be unsuited for inclusion in 
the Notice. Contrary to Vacationland’s 
assertion, the proposals set forth in the 
Notice represented, in our best judgment, 
the most appropriate means of serving 
both the public interest in general and 
the needs of the specified communities 
in particular. 

6 . Next. Vacationland asserts that be¬ 
cause “this is clearly not a routine (chan¬ 
nel) change proceeding,” only the Com¬ 
mission itself could have issued the 
Notice. Issuance of the Notice by the 
Broadcast Bureau Is said to be illegal. 
A careful review of the record, however, 
discloses nothing to suggest that the pro¬ 
posed channel assignments per se are 
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anything but “routine.” 4 Other than the 
contention by the parties that this is not 
a “routine” proceeding, there does not ap¬ 
pear to be, and the petitioners do not 
point to. any new or novel issues or 
factual questions specifically involving 
the channel assignments. Further, no 
present facts specifically involving the 
channel assignment proposals are shown 
to exist which would appear to justify 
a change in established Commission 
policy. Indeed, just the contrary appears 
to be true since all parties at one point 
or another urge the Commission to in¬ 
voke various established policies in sup¬ 
port of their requested channel assign¬ 
ment proposals. In sum, w’e reject as un¬ 
substantiated the notion that the chan¬ 
nel assignment proposals are anything 
other than “routine.” 

7. (RM-2395, RM-2457. RM-2471— 

Fort Walton Beach. Florida.) Fort 
Walton Beach, Florida (pop. 19,994°), 
located in Okaloosa County (pop. 88,197) 
on the shores of the Gulf of Mexico, lies 
forty miles east of Pensacola, Florida, 
and 160 miles west of Tallahassee, Flor¬ 
ida. The economy of the community 
^relies principally on what is described by 
£he petitioners as the “hospitality” in¬ 
dustry, a myriad of services catering to 
the 240.000 tourists and vacationers who 
visit the area annually. The community 
receives local aural service from two AM 
stations and one FM facility.* A cable 
TV system also operates in the commu¬ 
nity. Each of the petitioners notes the 
rapid growth that has occurred in the 
Fort Walton Beach area in recent years. 

8 . Two of the petitioners, Vacation- 
land and Rodgers, seek the assignment 
of Channel 243 to Fort Walton Beach 
while a third, White Sands, requests the 
assignment of Channel 221A. Before 
either of the proposals may be con¬ 
sidered. howeyer, we must first determine 
whether or not an additional channel 
should be assigned to the community. We 
answer that question in the affirmative. 
Under our “population criteria,” * 6 7 Fort 
Walton Beach could be assigned up to 
two FM channels. Given its present 
population, the expression of interest in 
an additional channel, and the growth 
projections for the future, we believe that 
the assignment of a second FM channel 
to Fort Walton Beach would be consist¬ 
ent with our goal of assuring a “fair, ef- 


«However, an Issue infra, regarding the 
requested modification of CBC’s license 
rather than the channel assignment itself, 
involves some novel considerations. 

3 Unless otherwise noted, all population 
statistics are cited from the 1970 U.8. Census. 

"The AM stations are WNUB. Ucensed to 
Smith Radio, Inc., and WFTW, a daytime- 
only outlet, licensed to Vacationla nd B road - 
casting Co. The FM station is WFTW-FM. 
Channel 267A, also licensed to Vacation- 
land. 

7 See further notice of proposed rulemak¬ 
ing. Docket No. 14185, adopted July 25. 1962, 
and incorporated by reference in paragraph 
25 of the Third Report. Memorandum Opin¬ 
ion and Order, 40 F.C.C. 747 (1963). 


ficient and equitable” distribution of ra¬ 
dio services." 

9. Having resolved the issue of 
whether Fort Walton Beach should be 
assigned a second FM channel, we move 
next to a comparative consideration of 
the two channel assignment proposals. 
Here, instead of looking to the “popula¬ 
tion criteria” discussed above, we must 
consider additional factors such as cover¬ 
age requirements and the classes of 
channels presently assigned to the com¬ 
munity. We are told by Vacationland 
that the assignment of Channel 243 
would improve service, overcome existing 
interference, 0 and bring Fort Walton 
Beach into a position of parity with the 
communities of Pensacola and Panama 
City, Florida.* 0 There is no indication 
from Vacationland that the present FM 
facility is unable to serve the commu¬ 
nity In a manner that is consistent with 
our rules. White Sands, though originally 
proposing the assignment of Channel 
221 A. says it has no objection to the as¬ 
signment of Channel 243. Each of the 
parties indicates that if an additional 
channel is assigned to Fort Walton Beach 
it will promptly seek broadcast author 
ity for the operation of a station on the 
channel. 

10. After thorough review of the pro¬ 
posals, we are, for the reasons discussed 
below 7 * 10 , compelled to assign Channel 221A 
rather than Channel 243 to Fort Walton 
Beach. First, the Commission continues 
to adhere to a policy of avoiding an “in¬ 
termixture” of classes of channels, except 
where such an “Intermixture” is the only 
means of providing a community with a 
necessary broadcast service. 11 The peti¬ 
tioners have demonstrated no excep¬ 
tional circumstances which would justify 
a departure from that policy. The assign¬ 
ment of Channel 243 at Fort Walton 
Beach would result in “intermixture”; 
the assignment of Channel 221A would 
not. Secondly, for reasons that will be 
discussed In greater detail below (see 
paragraph 21), we are unable to con¬ 
clude that the assignment of Channel 
243 at Fort Walton Beach would result 


•47 U.S.C. 307(b). 

6 Vacationland alleges the existence of in¬ 
terference from WKRO, Channel 260. Mobile. 
Alabama, and asserts that the operation of a 
station on Channel 243 wiU alleviate the in¬ 

terference. Vacationland falls to specify the 

nature and location of the alleged interfer¬ 

ence. Absent such detailed information the 
matter will not be pursued. 

10 Vacationland asserts that Fort 
Beach with its Class A assignment is “a 3 kW 
island in a sea of 100 kW stations.” The fact 
that other communities may be assignee 
different classes of channels is simply not 
relevant. What is relevant is whether or no* 
Fort Walton Beach receives aural service 
commensurate with its needs. With the• au¬ 
dition of Channel 221A to the existing 257 a 
assignment, we believe the community 
receive satisfactory service. There is no sub¬ 
stantial evidence that would suggest other¬ 

's See para. 5 of the Notice. See also Lake 
City, S.C., 47 F.C.C. 2d 1067 (1974). 
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in the most beneficial use of the avail¬ 
able spectrum. A station operating on 
Channel 243 at Fort Walton Beach would 
not, according to a staff engineering 
evaluation, provide a first or second FM 
service of the magnitude obtainable at 
another more technically desirable loca¬ 
tion. Further, such an assignment would 
seem to be manifestly inefficient since a 
significant portion of the signal would 
be placed over uninhabited water areas. 
The assignment of Channel 221 A, on the 
other hand, allows the Commission to 
avoid an “intermixture” of channels and 
the competitive imbalance that might re¬ 
sult. Moreover, the assignment allows us 
to satisfy an obvious need for additional 
service at Fort Walton Beach while re¬ 
taining Channel 243 for more efficient 
use elsewhere. We therefore believe the 
public interest would be best served by 
granting the petition of White Sands and 
denying those submitted by Vacationland 
and Rodgers. 

11. The assignment of Channel 221A to 
Fort Walton Beach results in preclusion 
on noncommercial educational Channels 
218, 219, and 220 and on cochannel 221A. 
Since the Grade B contour of the nearest 
Channel 6 television station is far enough 
removed from this area, lower educa¬ 
tional channels should be available for 
use. 

12 . Vacationland submits that if Chan¬ 
nel 243 is not assigned to Fort Walton 
Beach, then it should not be assigned at 
all. It argues that the assignment of 
Channel 243 at Crestview would not 
avoid “intermixture” as stated, and that 
the practical effect of such an assignment 
would be the creation of another Fort 
Walton Beach station. As we have pre¬ 
viously noted (and will reiterate at para¬ 
graph 22 ), we do not believe that a mar¬ 
ket “intermixture” will be created by the 
assignment at Crestview. Further, given 
our obligation to assure an efficient use 
of the radio spectrum, we see little benefit 
to the public interest in allowing a chan¬ 
nel to lie fallow and unused as suggested 
by Vacationland. This action would be 
rarticularly indefensible where it is 
shown that the use of the channel could 
provide a second FM service to more than 
30.000 persons. 

13. < RM-2421—Destin, Florida.) Mat- 
kowski seeks the assignment of Channel 
*43 to Destin. Florida, a small unincor¬ 
porated community of 1,526 persons lo¬ 
cated approximately six miles east of 
tort Walton Beach, also in Okaloosa 
County. The economy of Destin, 1 * accord¬ 
ing to the petitioner, is based on sport 
ana commercial fishing, as well as tour- 
ls ™ and recreational activities. Matkow- 
5Ki alleges that a transient population in 
excess of 82,000 persons visits the com¬ 
munity annually. Destin has no local 
aural service but does receive service 
P r9r P radio stations located in nearby 
ton Walton Beach. Despite the prox¬ 
imity of these two communities, Matkow- 


no^H^! l \l COWsk, averts that the communlt 
DonniBM 48 a 1967 population of 2.500, a 
3.625. and a projected 

01 18 ‘ 000 ' source for tl 
ngures was not provided. 


ski asserts that Destin must be consid¬ 
ered as being separate and apart from 
Fort Walton Beach and more closely 
aligned with the interests of neighboring 
Walton County. 

14. In support of his petition, Matkow- 
ski contends that the mandate of Sec. 307 
(b) of the Communications Act of 1934, 
as amended, dictates the allocation of 
Channel 243 to Destin in order to bring 
that community “its first much needed 
local radio service.” The petitioner ar¬ 
gues that the assignment of Channel 243 
at Destin would provide a greater second 
FM service than that provided by the 
assignment of Channel 243 at Fort Wal¬ 
ton Beach. Further, he contends that the 
requested assignment, while avoiding 
“intermixture.” would also represent the 
mast efficient use of the channel since 
its use at Destin would allow a station 
there to serve “the thousands of boats 
and ships at sea” in the Gulf of Mexico. 
Matkowski also asserts that Destin 
rather than Crestview or Fort Walton 
Beach should be assigned Channel 243 
since each of those communities already 
has adequate local aural service. 

15. We find the arguments advanced 
by Matkowski to be wholly unpersua¬ 
sive. First. Destin is not the type of com¬ 
munity to which we would normally as¬ 
sign a Class C channel and we so indi¬ 
cated in a letter to the petitioner dated 
June 10, 1974, which responded to the 
Matkowski petition. We indicated at that 
time that a Class A station, in our opin¬ 
ion, would provide sufficient coverage to 
satisfy the needs of Destin and the sur¬ 
rounding area. We also noted that Com¬ 
mission rules contemplate that Class A 
channels, rather than Class C channels, 
will be utilized to render service to rel¬ 
atively small communities, cities, towns, 
and surrounding rural areas . 13 Thus, ab¬ 
sent a allowing of special circumstances 
(none of which have been demonstrated 
in this proceeding), the Matkowski pro¬ 
posal would, on its face, be violative of 
Commission policy. 

16. Matkowski advances two additional 
reasons for the assignment of Channel 
243 to Destin; one is the annual influx of 
tourists into the Destin area (tourist 
population at Destin in 1970 was esti¬ 
mated to number 82,554), and the other 
is “the thousands of boats and ships at 
sea“ in the Gulf of Mexico which would, 
according to petitioner, be provided FM 
service by the assignment. Both of the 
groups identified by Matkowski as being 
potential listeners of a Destin station are 
transient in nature whether on land or 
at sea. We have, in the past, cited the 
existence of a sizeable transient popula¬ 
tion as an additional justification for cer¬ 
tain FM channel assignments; however, 
transient population has not, to our 
knowledge, been the sole basis upon 
which an assignment has been made. 
Further, such a factor cannot be con¬ 
sidered as outweighing the more impor¬ 
tant public interest considerations which 
the Commission must examine in making 
channel assignments. In this case, al- 


n Section 73.206(a) (2) of the Commission's 
Rules. See also Revision of FM Broadcast 
Rules, 40 F.C.C. 747 (1963). 


though the extension of service to tour¬ 
ists or to boats and ships may be of some 
assistance in determining whether or not 
Destin could be assigned a channel, it is 
not of such significance as to justify the 
assignment to Destin of a Class C 
channel. 

17. In rejecting Matkowski’s argument 
that the assignment of Channel 243 at 
Destin would avoid an intermixture of 
channels, we reiterate our discussion at 
paragraph five of the Notice. Nothing in 
the petitioner's comments demonstrates 
our expressed conclusions to be incorrect. 
Adherence to our policy of avoiding “in¬ 
termixture” in a market when possible 
requires that it be flexibly tailored to 
meet the facts of a particular case. Here, 
we believe the public interest in general 
and the status of broadcast services at 
Fort Walton Beach and Destin in par¬ 
ticular would best be served by applica¬ 
tion of the policy and denial of the Mat¬ 
kowski petition. 

18. Before moving on, we would also 
observe that contrary to Matkowski’s as¬ 
sertion, the assignment of Channel 243 
to Destin is not consistent with the man¬ 
date of Section 307(b) of the Communi¬ 
cations Act, supra. First, assignment of 
the channel at Destin would not provide 
the first and second FM service potential 
that is possible with an assignment at 
Crestview. Further, as in the case of Fort 
Walton Beach, the assignment of Chan¬ 
nel 243 at Destin would not. in our opin¬ 
ion, represent the most efficient use of 
the channel since a large portion of the 
signal contour would be placed over un¬ 
inhabited water areas. 

19. In our Notice we asked Matkowski 
to express an intention as to whether or 
not he would apply for broadcast author¬ 
ity to operate a station on Channel 285A 
at Destin if that channel were reassigned 
from Crestview. In response. Matkowski 
held steadfast to his original proposal; 
moreover, he expressed opposition to the 
assignment of a Class A channel at Des¬ 
tin, asserting that a station operating on 
such a channel would not cover all of 
Destin, South Walton County and (sic) 
“ships at sea.” In light of the petition¬ 
er’s stated position, and because, at pres¬ 
ent. there are no other expressions of in¬ 
terest emanating from Destin, we decline 
to assign any channel to the community 
until such time as we receive assurances 
that such an assignment will be promptly 
utilized. 

20. (RM-2503, Crestview, Florida). 
CBC seeks the assignment of Channel 
243 to Crestview, Florida, saying that if 
the assignment is made it will file an 
application to modify its facilities to op¬ 
erate on Channel 243. Crestview (pop. 
7.952), located twenty-four miles north 
of Fort Walton Beach, is the county seat 
of Okaloosa County. The community 
presently receives local aural service 
from the petitioner’s two broadcast facil¬ 
ities. daytime-only AM Station WJSB 
and FM Station WAAZ-FM. Channel 
257A, and from daytime-only AM Sta¬ 
tion WCNU, licensed to Gulf Shores 
Broadcasting Co. The petitioner asserts 
that Crestview, whose economy is based 
on a combination of agricultural, fores¬ 
try, fishing, and mining interests, is the 
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economic, social, cultural center for the 
entire upper half of Okaloosa County 
and maintains few of the interests held 
by the communities of Fort Walton 
Beach and Destin. CBC attaches pri¬ 
mary significance to the fact that under 
its proposal, a significant first and 
second service 14 can be provided to 
areas currently unserved or underserved, 
a service which, according to CBC, would 
be greater than that which either the 
Fbrt Walton Beach or the Destin pro¬ 
posals would provide. The petitioner, in 
addition to agreeing with our statements 
in the Notice with regard to •Intermix¬ 
ture,’* contends population considera¬ 
tions are not accorded the same priority 
as are proposals which provide a first or 
second FM service. CBC adds that, even 
if the size of a community’s population is 
an important factor in the assignment 
of Class C channels, the assignment of 
Channel 243 would not be without 
precedent. 

21. Although Crestview is a relatively 
small community and not one to which 
we would normally assign a Class C chan¬ 
nel, our channel assignment policies ac¬ 
cord high priority to proposals which 
provide significant first and second FM 
service (St. George, S.C., 52 F.C.C. 2d 
1148 (1975); Anamosa, Iowa. 46 F.C.C. 
2d 520 (1974)); thus, w'e believe that 
Channel 243 should be assigned to Crest- 
view. A staff engineering evaluation dis¬ 
closes that a Channel 243 assignment at 
Crestview would, more than likely, pro¬ 
vide a second FM service substantially 
greater than that provided by either the 
Fort Walton Beach or the Destin pro¬ 
posals. 1 * This factor, considered in con¬ 
junction with the knowledge that an as¬ 
signment at Crestview will significantly 
lessen the amount of signal coverage 
placed over uninhabited water areas (a 
fact which we consider supportive but 
not decisionally crucial), compels us to 
conclude that the assignment of Channel 
243 at Crestview would offer a more effi¬ 
cient use of the available radio spectrum. 

22. The assignment of Channel 243 to 
Crestview r also allows us to provide an 
additional service without an “intermix¬ 
ture” of classes of channels. In our esti- 


14 The Crestview Roanoke Rapids showing 
indicates that a Class C assignment at Crest¬ 
view would offer a first FM service to 625 
persons In a 98-square mile area, and a sec¬ 
ond FM service to 30.461 persons In an 820- 
square mile area. A staff analysis Indicates 
the assignment of Crestview would provide a 
significantly larger second FM service than 
either a Destin or a Fort Walton Beach as¬ 
signment although the analysis also Indi¬ 
cates that it Is possible for a Destin or Fort 
Walton Beach assignment, with operating 
facilities close to Crestview. to offer the same 
first and second FM services and still meet 
community coverage requirements. This, of 
course, would require the transmitter sites 
for either Fort Walton Beach or Destin as¬ 
signments to be located substantial distances 
away from the community of license, a result 
considered less than desirable. Even though 
the Crestview transmitter site must be lo¬ 
cated at least seven miles west. southwest of 
Crestview. however, this proposal seems to 
represent the best of three proposals offered. 

13 See note 14. 
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mation, Crestview is not a part of the 
Fort Walton Beach/Destin market, and 
w r e perceive little of the intertwining of 
economic and social interests which ap¬ 
pears to link both Fort Walton Beach 
and Destin. We would expect, and, in¬ 
deed, our ascertainment rules require 
that a station operating on a Class C 
channel at Crestview serve primarily 
Crestview and not Fort Walton Beach 
or Destin. Given the geographical juxta¬ 
position of the communities, the absence 
of intertwined economic and social inter¬ 
ests. and the present level of aural serv¬ 
ice available in Fort Walton Beach and 
Destin, we conclude that the assignment 
of Channel 243 at Crestview would not, 
either in theory or practice, result in an 
undesirable market “intermixture.” 

23. As to whether or not CBC’s out¬ 
standing license for WAAZ-FM should 
be modified to specify operation on Class 
C Channel 243 (since we are simulta¬ 
neously deleting Channel 285A on which 
WAAZ-FM operates), it is Commission 
policy to modify an existing license to 
specify operation on a newly-assigned 
channel where no other qualified party 
has, during the course of the rule making 
proceeding, expressed an affirmative in¬ 
tent to apply for authority to operate 
a station on the channel. 1 " CBC stated 
that it would file an application to mod¬ 
ify its facilities in order to utilize the 
new assignment, and. in doing so. would 
relinquish its present use of Channel 
285A at Crestview. In response. Vaca- 
tionland argued that, if Channel 243 is 
assigned to Crestview', CBC’s license 
should not be modified without first 
holding a comparative hearing for the 
purpose of determining who is the best 
qualified applicant. It further asserted 
that modification of the license for 
WAAZ-FM cannot be granted by dele¬ 
gated authority. We must note, the pre- 
ceeding comments notwithstanding, that 
Vacationland failed to state that it would 
submit an application to operate a sta¬ 
tion on Channel 243 at Crestview. and 
we have no basis for inferring such an 
interest on the part of Vacationland at 
this time. 17 Further, no other persons 
have come forward to express an inter¬ 
est. Since it is unlikely that the filing of 
an application by CBC would enable us 
to make a more informed judgment on 
the public benefits of approving CBC as 
the licensee, and since w r e can see no 
sensible reason to subject CBC or the 
public to the delay and expense involved 
in submitting an application to operate 
a station on Channel 243, we consider 
it appropriate in circumstances such as 
these (where there is no other indica¬ 
tion of interest by cither qualified par¬ 
ties) to modify the outstanding license. 
Since w r e believe CBC has consented to 
the modification of its license to specify 


w Cheyenne, Wyo.. — F.C.C. 2d-(1976); 

Mitchell, S.D.. F.C.C 2d_(1976). 

Under our “duopoly" rules (5 73.240(a) 
(1)). Vacntionland could not operate a sta¬ 
tion on Channel 243 at Crestview without 
first relinquishing its present FM facility at 
Fort Walton Beach. 


operation on Channel 243, we will ap¬ 
prove the grant at this time. 

24. The assignment of Channel 243 at 
Crestview will create areas of preclu¬ 
sion on Channels 240A, 243, and 244A. 
This preclusion is not extensive and has 
minimal impact on the affected commu¬ 
nities since alternate channels are avail¬ 
able for use. 

25. Accordingly, it is ordered, That 
effective December 10, 1976, the FM 
Table of Assignments (§ 73.202(b) of the 
Commission’s rules and regulations) is 
a mended to read as follows: 

City: Channel No. 

Crestview, Florida_ 243 

Fort Walton Beach, Florida.. 221 A, 257A 

26. It is further ordered, That the pe¬ 
tition of White Sands Broadcasting Co. 
to assign Channel 221A to Fort Walton 
Beach. Florida (RM-2395) is granted. 

27. It is further ordered , That the 
petition of Dr. John Matkowski to as¬ 
sign Channel 243 to Destin, Florida 
(RM-2421) is denied. 

28. It is further ordered, That the 
petition of Vacationland Broadcasting 
Co. (RM-2457) and Holley A. Rodgers 
(RM-2471) to assign Channel 243 to Fort 
Walton Beach, Florida, is denied. 

29. It is further ordered. That the 
petition of Crestview Broadcasting Co. 
to assign Channel 243 to Crestview, 
Florida (RM-2502) is granted. 

30. It is further ordered. That pur¬ 
suant to section 316(a) of the Com¬ 
munications Act of 1934, as amended, 
the outstanding license held by Crest¬ 
view Broadcasting Company for Station 
WAAZ-FM. Crestview, Florida, is modi¬ 
fied, effective December 10, 1976. to 
specify operation on Channel 243 instead 
of Channel 285A. The licensee shall in¬ 
form the Commission in writing no later 
than December 10. 1976, of its accept¬ 
ance of this modification. Station 
WAAZ-FM may continue to operate on 
Channel 285A for one year from the ef¬ 
fective date of this action or until it is 
ready to operate on Channel 243. or the 
Commission sooner directs, subject to 
the following conditions:^ 

(a) At least 30 days before commenc¬ 
ing operation on Channel 243 the licensee 
of Station WAAZ-FM shall submit to the 
Commission the technical information 
normally requested of an applicant for 
Channel 243. 

(b) At least 10 days prior to com¬ 
mencing operation on Channel 243 the 
licensee of Station WAAZ-FM shall sub¬ 
mit the measurement data required of an 
applicant for a broadcast station license: 
and 

(c) The licensee of Station WAAZ-FM 
shall not commence operation on Chan¬ 
nel 243 without prior Commission au¬ 
thorization. 

31. Authority for the actions taken 
herein is found in sections 4(i). 5(d> 1 • 
303(g) and (r. 307(b). and section 310 
(a) of the Communications Act of iy*>*, 
as amended. 

32. It is further ordered. That this 
proceeding is terminated. 
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(Secs. 4. 5, 303, 48 Stat., as amended. 1066. 
1068 1082; (47 U.S.C. 154. 155. 303)) 

Federal Communications 
Commission, 1 * 

Vincent J. Mullins. 

Secretary . 

(FR DOC.76-32758 Filed 11-5-76:8:45 am] 


(Docket No. 20421; FCC 76-1002] 
p ART 73—RADIO BROADCAST SERVICES 

FM Broadcast Stations, Mitchell, South 
Dakota 


In the matter of Amendment of 
g 73.202<b), Table of Assignments. FM 
Broadcast Stations. (Mitchell, South 
Dakota*, Docket No. 20421, RM-2348. 

Report and order—Proceeding Termi¬ 
nated. 

Adopted: October 27. 1976. 

Released: November 4, 1976. 

1. The Commission here considers the 
notice of proposed rulemaking, adopted 
April 2, 1975 (40 FR 17042), proposing 
amendment of the FM Table of Assign¬ 
ments <§ 73.202(b) of the Commission’s 
rules and regulations) with one of the 
following alternatives for Mitchell, South 
Dakota: (I) By assigning Channel 296A 
as its second FM assignment; (II) by 
assigning Channel 290 as its second FM 
assignment; or (III) by assigning Chan¬ 
nels 290 and 297 and by deleting Channel 
272A from Mitchell. Comments were re¬ 
ceived from petitioner, Mitchell Broad¬ 
casting Association, Inc., licensee of AM 
Station KORN, Mitchell; and from BMA 
Broadcasitng, Inc. (BMA), licensee of 
FM Station KMIT (Channel 272A), 
Mitchell. 1 

2. Mitchell (population 13,425)* is the 
seat of Davison County (population 
17.319>. It is presently served by AM 
Station KORN, licensed to petitioner, 
and FM Station KMIT. licensed to BMA 
Broadcasting, Inc. (BMA),* Mitchell is 
the sixth largest city in South Dakota 
and is the agricultural, trade and cultural 
center for a large region. 

3. The Notice proposed three alterna¬ 
tives for Mitchell in order to elicit com¬ 
ments regarding the advantages of add¬ 
ing a Class C channel versus a Class A 
channel where the existing local FM 
service consists of one Class A channel. 
Generally, in such situations, the addi¬ 
tion of a Class A channel (Alternative 

would offer the advantage, as a matter 
of public interest, of fairer competition 
while providing another local station in 
the city. On the other hand, the addition 
°f a Class C channel (Alternative ID 
would allow a wider coverage area serv- 


wvl 4 ? 0mmissloner Leo absent; Commlssione 
wmte not participating. 

BMA Broadcasting. Inc. was issued it 
cense on June 11, 1975. (FUe No. BLH-6614 
13 1975 1 tCSt authortt ? commenced on Marcl 

197ft tt o°£ ulatl0n data are taken from th 

(wjo u.S. Census. 

aii a 3® cl ® sest city to Mitchell with loca 

prox imoT? 0 ® ls Huron - South Dakota, ap 
Proxlmately 45 miles distant. 


ing potentially unserved and underserved 
areas but at the expense of a less desir¬ 
able competitive situation. The final al¬ 
ternative (Alternative III) would accom¬ 
plish both advantages—service to large 
areas and a balance of the economic 
prospects of each station. 

4. Keeping these factors in mind, we 
considered the specific allegations before 
us. BMA. in its comments, stated that Al¬ 
ternative I should be given primary con¬ 
sideration. It argues that by adding a 
second Class A channel (Instead of a 
Class C channel) that less preclusion and 
a more desirable competitive situation 
would result. Regarding the other two al¬ 
ternatives, BMA resolves that it would be 
less onerous on it to invest in a Class C 
channel (Alternative III) than to at¬ 
tempt to compete with a Class C station 
(Alternative II). But it submits that if 
required to change its channel of opera¬ 
tion, it requests reimbursement for all 
necessary and reasonable expenses in¬ 
volved. It asserts that it is in its initial 
growing phases having commenced op¬ 
erations on March 13. 1975, and to con¬ 
vert to an entirely new operation at this 
point would require significant changes 
in equipment and operational plans. The 
petitioner, on the other hand, argues that 
there is a need for a wide coverage area 
assignment to Mitchell because such an 
operation would furnish a first FM serv¬ 
ice to 15,488 persons in a 1,921 square 
mile area and a second FM service to over 
20,711 persons in a 951 square mile area. 
While admitting that a large area will be 
precluded from the use of co-channels 
arid adjacent channels, it notes that 
many alternate channels remain avail¬ 
able for assignment to all such precluded 
communities. 1 Further, petitioner alleges 
that Alternative I is undersirable because 
a Class A channel will neither promote 
efficient use of the FM spectrum nor meet 
the need for wide coverage area FM serv¬ 
ice. Thus, petitioner states that the adop¬ 
tion of either Alternative II or Alterna¬ 
tive III would be acceptable to it. As to 
reimbursement, petitioner avers that the 
concerns of BMA are of a private nature 
and to allow BMA to quickly improve its 
facilities from a Class A to a Class C op¬ 
eration would be potentially advanta¬ 
geous to it financially. It further states 
that to order reimbursement where the 
economic advantages to BMA are so 
favorable would be unprecedented, since 
reimbursement has in the past only been 
ordered where a licensee converts its op¬ 
eration to a comparable channel. 

5. In considering the alternatives be¬ 
fore us, the most that can be said for Al¬ 
ternative n is that it offers a compromise 
solution to the countervailing considera¬ 
tions in this case. However, it is one we 
believe to be unsatisfactory to the public 
interest. It fails to promote the desirable 
competitive balance w r e seek to achieve in 
our policy against intermixture of classes 
of channels in the same community/ At 


• See paragraph 9, Infra. 

3 Fayetteville, N.C., 47 F.C.C. 2d 1067, 1075 
(19.74); Saulte Ste. Marie. 44 F.C.C. 2d 786 
(1974). 


the same time, it accomplishes nothing 
that could not also be accomplished by 
Alternative III in terms of w’ide area cov¬ 
erage. Alternative III, by allowing the 
operation of two Class C stations, not 
only offers desired economic results, but 
also satisfies one of our most important 
priorities, i.e., provision of a first FM 
service to as much of the population of 
the United States as possible. 0 As noted 
before, a Class C channel w r ould furnish 
a first FM service to 15.488 persons in a 
1,921 square mile area and a second FM 
service to 20,711 persons in a 951 square 
mile area. A second Class C channel 
would provide a second FM service to the 
first FM service area. The addition of a 
Class A channel (Alternative I) could not 
offer these same advantages. In the case 
of “Sault Ste. Marie, Michigan,” 44 F.C.C. 
2d 786 (1974), the Commission consid¬ 
ered alternative proposals such as the 
ones under consideration in the present 
case. The city was comparable in size to 
Mitchell, and the proposal to assign a 
Class C channel offered a substantial 
first and second FM service area. Sault 
Ste. Marie also had one existing Class A 
station. In weighing the advantages of an 
additional Class A assignment versus a 
Class C assignment, the Commission 
stated that, 

(1 limiting Sault Ste. Marie to its present 
one Class A assignment or adding another 
Class A assignment there, we are convinced, 
has no realistic potential for meeting the 
needs of residents of this area for a choice 
of at least two comparable full-time aural 
broadcast services, considering the technical 
limitations of Class A channels for cover¬ 
age. . . Class C channels, which have tech¬ 
nical coverage capability superior to Class A 
channels, must be used instead of Class A 
channels at Sault Ste. Marie, we believe, If 
the radio service needs of unserved and un¬ 
derserved areas in this region are to be met 
and if residents of this region are to have 
opportunity for at least two satisfactory 
aural broadcast services in the foreseeable 
future. 

The Commission thus decided that the 
addition of tw r o Class C channels and the 
deletion of the existing Class A frequency 
at Sault Ste. Marie would best serve the 
public interest. We are also convinced, 
especially in view of the first and second 
FM service showing, that the public in¬ 
terest would be best served in the present 
case by adopting Alternative III, the 
assignment of Channels 290 and 297 to 
Mitchell and deletion of Channel 272A 
therefrom. 

6. With regard to modification of 
BMA's license from a Class A channel to 
a Class C channel newly assigned to a 
community, we believe that the exercise 
of our authority to modifv pursuant to 
secton 316 of the Communcations Act 
of 1934, as amended, is proper in this 
case. It Ls our policy to grant a proposed 
modification from a Class A to a Class C 


•Anamosa and Iowa City, Iowa. 46 F.C.C. 
2d 520 (1974); Further Notice of Proposed 
Rule Making In Docket No. 14185, FCC 63- 
867 (1962). See also Rapid City, S.D., 50 
F.C.C. 2d 997 (1975): and St. George, 8.C., 52 
F.C.C, 2d 1148 (1975). 40 FR 23767. June 2, 
1975. 
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(or Class B) channel where no other 
person in its comments has asserted 
Ashbacker* * rights by expressing an in¬ 
terest in applying for the newly assigned 
Class C channel. This procedure is de¬ 
signed to avoid needless delay and ex¬ 
pense in allowing the existing licensee to 
apply for the newly assigned channel. 4 * 
here there has been no opposition to the 
proposed modification of BMA’s license 
and should some other party later ex¬ 
press an interest in applying for a Class 
C channel at Mitchell, Channel 297, also 
asigned herein, will be available for such 
purpose. 

7. Since we have decided that the 
existing Class A channel must be deleted 
from Mitchell, we are. in accordance 
with Transcontinental Television Corp. 
v. F.C.C., 308 F. 2d 339 (DC. Cir. 1962) 
and our practice in similar circumstances 
in other FM assignment cases. 0 making 
the amendments to the FM Table of As¬ 
signments deleting Channel 272A from 
and assigning Channel 290 to Mitchell, 
effective upon the license expiration date 
of Station KMIT. April 1, 1977 at 3:00 
a.m. local time, 10 or such earlier time as 
discussed in paragraph 11“ 

8. In the event BMA decides to con¬ 
vert its operating frequency to Channel 
290 before its present license term ex¬ 
pires or to specify operation on Channel 
290 in its renewal application, it has re¬ 
quested that it be reimbursed for all rea¬ 
sonable and necessary expenses involved. 
We previously stated in the Notice that 
if BMA opposed modification of its li¬ 
cense as proposed, its views would weigh 
heavily in our considerations. Our policy 
with regard to reimbursement is to order 
a party who benefits from a new assign¬ 
ment which requires modification of an 
existing license to bear the reasonable 
costs involved in the changeover where 
the Commission finds it eouitable in the 
individual case. 1 * The proper figure is 
normally left to the good faith deter¬ 
mination of the parties subject to Com¬ 
mission approval in the event of dis¬ 
agreement. 1 * In the present case, it is 


T Ashbacker Radio Corp. v. F.C.C. 326 U.S. 
327 (1945). 

“See Cheyenne. Wyo.,_F.C.C. 2d_ 

(1970); Crestvlew and Fort Walton Beach. 
Fla_F.C.C_(1976). 

* Goshen, Ind., 51 F.C.C. 2d 711, 714 (1975); 
Lake City, S.C., 47 F.C.C. 2d 1067.1079 (1974); 
and Hampton, Iowa, 39 F.C.C. 2d 452, 455 
(1973). 

“See § 73.218(a) (2) of the Commission’s 
rules and regulations. 

11 We are taking this action in response to 
a letter, dated May 27. 1976, filed on behalf of 
BMA Broadcasting, Inc., requesting that a 
hearing be held regarding our proposed modi¬ 
fication of BMA’s license as set forth in the 
Show Cause Order Issued with our Notice of 
Proposed Rule Making. In view of our action 
delaying the deletion of Channel 272A until 
BMA’s license expiration date, a hearing will 
not be necessary. See Transcontinental Tele¬ 
vision Corp. v. F.C.C.. supra. 

“Cheraw and Florence. S.C.. 50 F.C.C. 2d 
749, 756-757 (1975); Lake City. S.C.. 47 F.C.C. 
2d 1007, 1078 (1974). 

“Lake City, 8.C., supra. 
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clear that the ultimate licensee of Chan¬ 
nel 297 at Mitchell is conferred a bene¬ 
fit by the assignments made herein. We 
would not ordinarily adopt a proposal 
which assigns a Class C channel to a 
community which has an existing Class A 
channel unless it were shown that inter¬ 
mixture w’ould not be harmful or that 
the Class A licensee would be willing to 
compete under such circumstances.’ 4 We 
do not have that showing here and as 
stated before, we believe that the greater 
need in the Mitchell area is for two Class 
C channels. By assigning the second 
Class C channel and by deleting the 
existing Class A channel, it becomes 
necessary for the existing Class A li¬ 
censee to switch its operating frequency 
in order to continue operating its station. 
In all fairness, to place BMA in a posi¬ 
tion of converting to a more costly op¬ 
eration during its initial phase of opera¬ 
tion is to impose a substantial expense 
upon it which may diminish the quality 
of its service to the community. We agree 
with BMA therefore that to create such 
a financial strain at this stage would be 
inequitable without some form of reim¬ 
bursement although we recognize, as 
petitioner points out. that BMA will be 
given the opportunity to greatly improve 
its coverage area by operating on a Class 
C channel. We do not believe, however, 
that full reimbursement should be or¬ 
dered. Rather than direct the benefltting 
party to bear the costs of two new Class 
C facilities, we are inclined to favor a 
limited form of reimbursement. That 
amount would include the cost of ihe 
changes involved in converting only the 
operating frequency from 102.3 mHz (Ch. 
272A) to 105.9 mHz (Ch. 290) as set 
forth in Circleville, Ohio, 8 F.C.C. 2d 159, 
163-164 (1972).“ The costs of increas¬ 
ing the powder and antenna height to con¬ 
form to the minimum requirements of a 
Class C operation w’ould not be reim¬ 
bursed. BMA. how’ever, would be per¬ 
mitted to operate on Ch. 290 with its 
present low power Class A facilities for 
the present time. 10 A reasonable time will 
be given BMA to conform to the Class C 
power requirements. Thus we would ex¬ 
pect the conversion to take place by the 
renewal date of April 1. 1980 (assuming 
BMA is renewed in 1977). 1T We believe 
this form of compensation the more 
equitable one in the instant case con¬ 
sidering the short time in which BMA 
has been operating, the costs involved in 
the construction of a Class C facility and 
our established policy with regard to 
reimbursement. We believe BMA would 
be uniustly enriched if it were to recoup 
from the benefltting party all the ex¬ 
penditures involved in a Class C facility. 


u See footnote 5, supra. 

19 See also Kenton and Bellefontaine, Ohio, 
3 F.C.C. 2d 598, 605 (1966). 

10 Of course. If BMA chose now to construct 
a Class C station conforming to our minimum 
requirements for power and antenna height, 
it could apply the partial reimbursement 
granted here to that end. 

” Pursuant to {73.218(a)(2) of the Com¬ 
mission’s Rules. 


Likewise, the benefltting party would be 
unfairly favored if it were to receive a 
Class C channel without some form of 
reimbursement. 

9. As stated in the Notice, preclusion 
will occur on all fourteen adjacent and 
co-channels of Channels 290 and 297. 
However, all communities in the pre¬ 
cluded areas have numerous channels 
available for assignment. 

10. In view of the foregoing, and pur¬ 
suant to authority contained in sections 
4(i>, 5(d) (1), 303 (g) and (r) and 307<b) 
of the Communications Act of 1934, as 
amended: It is ordered, That effective 
December 10, 1976, the FM Table of 
Assignments. § 73.202(b) of the Commis¬ 
sion’s rules and regulations is amended 
to read as follows for the city listed 
below: 

City: Channel No. 

Mitchell, South Dakota- 290. 1 297 

Effective 3 a.m. local time April 1, 1977 
(concurrently with the expiration of the 
outstanding license for FM Station KMIT 
on Channel 272A at Mitchell, South Dakota) 
or such earlier date as FM Station KMIT 
may. upon its request, cease operation on 
Channel 272A at Mitchell. 

11. It is further ordered. That effective 
December 10.1976, the license of FM Sta¬ 
tion KMIT, Mitchell, S.D.. may specify 
operation on Channel 290 in its renewal 
application for the license period com¬ 
mencing April 1, 1977. The station may 
continue to operate on Channel 272A un¬ 
til April 1, 1977, or it may obtain modifi¬ 
cation of its license to operate on Chan¬ 
nel 290 prior to April 1. 1977. subject to 
the following conditions: 

(a) The licensee shall inform the Com¬ 
mission in writing by no later than De¬ 
cember 10, 1976, of its acceptance of this 
modification; 

(b) At least 30 days before operation 
on Channel 290, the licensee of FM Sta¬ 
tion KMIT shall submit to the Commis¬ 
sion. the technical information normally 
required of an applicant for a construc¬ 
tion permit on Channel 290; 

(c) At least 10 days prior to commenc¬ 
ing operation on Channel 290, the li¬ 
censee of FM Station KMIT shall sub¬ 
mit the measurement data required of 
an applicant for an FM broadcast sta¬ 
tion license: and 

(d) The licensee of Station KMIT shall 
not commence operation on Channel 290 
without prior Commission authorization. 

If Station KMIT requests and is 
granted authorization to operate on 
Channel 290 prior to termination of its 
present license authorization, the Com¬ 
mission will view such request as a re¬ 
linquishment of Channel 272A and a 
waiver of any rights it may have with 
regard to that channel. 

12. It is further ordered. That the re¬ 
quest of BMA Broadcasting. Inc., for a 
hearing under 5 1.87 of the Commission s 
rules and regulations is dismissed. 

13. It is further ordered. That this 
proceeding is terminated. 
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i Secs. 4. 5. 303, 46 Stat., as amended, 1066. 
1068. 1082; (47 U.S.C. 154, 155, 303).) 

Federal Communications 
Commission, 1 * * * * 

Vincent J. Mullins, 

Secretary. 

|PR Doc.76-32757 Piled 11-5-76:8:45 am) 


(Docket No. 20893| 

PART 73—RADIO BROADCAST SERVICES 
FM Broadcast Stations, Taos, New Mexico 

Report and Order—Proceeding 
Terminated. 

Adopted: October 29, 1976. 

Released: November 3. 1976. 

In the matter of amendment of 
5 73.202(b). Table of Assignments, FM 
Broadcast Stations. (Taos. New Mexico), 
Docket No. 20893, RM-2716. 

1. On August 13, 1976, the Commission 
adopted a notice of proposed rulemak¬ 
ing. 41 FR 36220, in the above-entitled 
matter, proposing the substitution of 
either Channel 288A or 296A for Chan¬ 
nel 257A at Taos. New Mexico. The pro¬ 
ceeding was instituted on the basis of a 
petition filed by Fontana Media Corp. 
<KYMR(FM)), licensee of Station 
KMYR(FM) (Channel 258), Albuquer¬ 
que. New Mexico. Comments and sup¬ 
plemental comments were filed by peti¬ 
tioner. Comments were also filed by Taos 
Communications Corporation (“TCC”) 
which has an application (BPH-10103) 
pending for Channel 257A at Taos. 

2 KMYR(FM) seeks to relocate its 
station to a site which it will share with 
Stations KHFM(FM) and KRKE-FM, 
also of Albuquerque. The substitution of 
another channel would eliminate the 14.5 
kilometer (nine-mile) shortspacing 
from the proposed transmitter site 
<BPH-9935) to the reference point of the 
first adjacent channel (257A) assigned 
to Taos, New Mexico. The short spacing 
to the Taos proposed station would be 
16 kilometers (10 miles). 

3. TCC. in its comments, states that 
it has no objection to the deletion of 
Channel 257A on which it has an ap¬ 
plication (BPH-10103) and the sub¬ 
stitution of another channel therefor. 
However, it requests that the Commis¬ 
sion substitute Channel 269A for 257A 
instead of either Channel 288A or 296A 
as proposed in the Notice. TCC states it 
believes the location of Channel 269A 
near the center of the dial would enable 
t to proyidg better service to the com- 
than would be possible on either 
Channel 288A or 296A. TCC submitted 
an engineering report showing that 
a"ertw 269A Can be ^tened without 
menu g ^ ° ther existing **** assign- 

In supplemental comments KMYR 
one the assignment of any 

296A> ^ lree channe ls (269A. 288A, 
ablp have been shown to be avail- 

Interest In2V° U ! d be in the public 
to the therefore has no objection 
_ le assig nment of Channel 269A to 

Whlte°nrtparucl'p^g b6ent; Commlssloner 


Taos in lieu of either Channel 288A or 
296A. 

5. We reject TCC s reasoning that the 
location of Channel 269A on the dial 
would enable it to provide better service 
to the community than would either of 
the other two proposed channels. How¬ 
ever, since there-is no significant benefit 
to be derived in assigning one channel 
over the other and, regardless of the 
channel selection, there would still re¬ 
main several Class A channels available 
for assignment to this general area, 
there is no objection to the assignment 
of Channel 269A to Taos. New Mexico. 
In view of the action taken herein, the 
pending application (BPH-10103) of 
Taos Communications Corp. for Chan¬ 
nel 257A at Taos, will have to be 
amended. 

6. Since Taos is located more than 199 
miles from the Mexican-U.S. border, ac¬ 
tion herein requires no coordination with 
the Mexican Government. 

7. Authority for adoption of the 
amendment contained herein appears in 
sections 4<i), 5(d)(1). 303(g) and (r), 
and 307(b) of the Communications Act 
of 1934. as amended, and in 5 0.281 of the 
Commission’s rules and regulations. 

8. In view of the foregoing: It is or¬ 
dered. That effective December 13, 1976, 
$ 73.202(b) of the Commission’s rules, 
the FM Table of Assignments, as it re¬ 
lates to the community listed, is amended 
to read as follows: 


City: Channel No. 

Taos, New Mexico_ 269A 


9. It is further ordered , That this pro¬ 
ceeding is terminated. 

(Secs. 4. 5, 303, 48 Stat., as amended, 1066. 
1068, 1082; (47 U.S.C. 154, 155. 303).) 

Federal Communications 
Commission. 

Wallace E. Johnson, 

Chief . Broadcast Bureau. 

I PR Doc.76-32759 Piled 11-5-76:8:45 am J 


(Docket No. 19982| 

PART 73—RADIO BROADCAST SERVICES 

Television Broadcast Stations, Mountain 
View, Arkansas 

Adopted: October 22.1976. 

Released: November 2,1976. 

Report and order—Proceeding Termi¬ 
nated.—In the matter of amendment of 
$ 73.606* b), Table of Assignments. Tele¬ 
vision Broadcast Stations. (Mountain 
View, Arkansas), Docket No. 19982. RM- 
2297. 

1. The Commission has before it the 
notice of proposed rule making adopted 
March 22, 1974, 39 FR 11931. and the 
further notice of proposed rulemaking 
and order to show cause, adopted Au¬ 
gust 29, 1975, 40 FR 42369, involving the 
proposed assignment of Channel *6- on 
a reserved basis to Mountain View, Ar¬ 
kansas. Corresponding modifications to 
the carrier offset designation of 9 other 
channels were also proposed in the fur¬ 
ther notice of proposed rulemaking to 
accommodate the Mountain View assign¬ 


ment,’ accompanied with orders to show 
cause to 8 existing licensees of the af¬ 
fected channels. 2 Responsive pleadings 
have been received from 6 of these li¬ 
censees—Mid-America TV Co., licensee 
of Station KMOS-TV, Sedalia, Missouri; 
Corinthian Television Corp., licensee of 
Station KOTV(TV), Tulsa, Oklahoma; 
KCMC, Inc., licensee of KTAD-TV, Tex¬ 
arkana. Texas: Channel 6, Inc., licensee 
of Station KCEN-TV. Temple; Cosmos 
Broadcasting of Louisiana, Inc., licensee 
of Station WDSU-TV, New Orleans, Lou¬ 
isiana: and Gulf Coast Broadcasting Co., 
licensee of Station KRIS-TV, Corpus 
Christi, Texas; and from petitioner, Ar¬ 
kansas Educational Television Commis¬ 
sion <AETC>. a 

2. Petitioner has indicated that it will 
apply for Channel *6—, if assigned, and 
reimburse all stations required to modify 
their carrier offsets including the Mexi¬ 
can station, XET-TV, as proposed. It also 
suggests that the Commission should pro¬ 
vide a schedule for the changeovers at 
each station. The latter request was also 
made by several other parties. One of 
these parties cited the case of Boonevllle, 
Mississippi. 40 F.C.C. 2d 629 (1973) in 
support. Each of the licensees responding 
to the order to show cause agreed to the 
proposed modifications if they were re¬ 
imbursed for the changes in equipment. 
In reply comments, petitioner noted that 
all affected licensees have either ex¬ 
pressly consented to the modifications, as 
proposed, or have impliedly agreed by 
failing to respond. 

3. We believe the assignment of Chan¬ 
nel *6— to Mountain View is warranted. 
This assignment will further the educa¬ 
tional service throughout the state and 
provide a first such VHF service in north 
central Arkansas. On this basis, we also 
find that sufficient public interest exists 
to warrant the various carrier offset 
changes. As for the request that we set 
up a schedule under which all change¬ 
overs at the stations whose channel car¬ 
rier offsets are to be modified herein could 
be made on the same date, we do not 
believe that any such condition is appro¬ 
priate. We cannot predict the delays that 
might occur in the filing of an application 
for Channel *6- at Mountain View (or 
if one is filed for Channel 6 at San 
Angelo, Texas), in the subsequent effec¬ 
tuation of service thereon or in acquiring 
equipment for the changes by each of 
the affected licensees. Similarly, no such 
condition was placed on the assignment 
of Channel 12, Boonevllle, Mississippi, 
supra. We would however cooperate in 


1 A modification to the carrier offset desig¬ 
nation was also requested for a Mexican sta¬ 
tion. XET-TV, Monterrey, Neuva Leon. 

*The ninth channel Involved. Channel 6-f, 
San Angelo. Texas. Is unoccupied. 

* AETC Is a state agency authorized to sup¬ 
ply Arkansas residents with educational tele¬ 
vision services It presently is licensed on 
educational Station KETS (Channel 2). Lit¬ 

tle Rock, Arkansas, and TV translator Station 
KI3MV on Channel 13, Eudora, Arkansas, 

which rebroadcasts the programs of Station 

KETS. and is the permittee of Channel 19. 
Jonesboro. Arkansas; Channel 13. Fayette¬ 
ville, Arkansas, and Channel 9, Arkadelphla, 
Arkansas. 
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seeing that negotiations between the 
affected stations are coordinated in this 
regard to insure that, as changeovers are 
made, resulting interference problems re¬ 
main at a minimum. 

4. The ultimate licensee of Channel 
*6— At Mountain View is expected to re¬ 
imburse. pursuant to guidelines furnished 
in previous reimbursement cases, the li¬ 
censees of the 8 affected United States 
stations and the one Mexican station for 
reasonable costs incurred in the change 
){ frequency offsets and each licensee 
should negotiate in good faith with the 
ultimate Mountain View licensee to de¬ 
termine reasonable costs and means of 
repayment. 8ee Circleville, Ohio, 8 
F.C.C. 2d 159 (1967). 

5. Mexican concurrence in the amend¬ 
ments herein has been obtained. 

6. In view of the foregoing and pur¬ 
suant to authority contained in sections 
4(i), 5(d> (1), 303 (g) and (r> and 307(b) 
of the Communications Act of 1934, as 
amended, and § 0.281(b) (6) of the Com¬ 
mission’s rules. It is ordered, That effec¬ 
tive December 6, 1976. the Television 
Table of Assignments contained in § 73.- 
606(b) of the Commission’s Rules and 
regulations is amended with respect to 
the following cities as follows: 


City 

Mountain View, Ark_ 

Dodge City. Kana_ 

New Orleans, La. 


Greenwood, Miss. 

Sedalla. Mo_ 

Tulsa. Okla. 


Corpus Chrlstl. Tex. 

San Angelo. Tex_ 

Temple, Tex_ 

Texarkana, Tex_ 


Channel No. 

* 6 - 

6 -, *21 — 
44*. 6, 8. *12. 
20 —, 26. *32 + . 
38 + 

6 +. *23 + 
6 

2+, 6 + , 8-. 

*11 23. 29. 

*35-,41 + 

3—. 6. 10-, *16. 
28 —. 384* 
3-.6. 8+. *214- 
6 + , 46 — 
6 , 17 —, *34 


7 . It is further ordered, That effective 
December 6, 1976. and pursuant to sec¬ 
tion 316 of the Communications Act of 
1934. as amended, outstanding licenses 
are modified as follows: 


Southwest Kansas Television 
Co.. Inc., Dodge City, Kans 
(KTVC). 

Cosmos Broadcasting of Lou¬ 
isiana, Inc., New Orleans. 
La. (WDSU-TV). 

Mississippi Telecasting Co., 
Inc. Greenwood, Miss. 
(WABG-TV). 

Mid-America TV Co., Sedalla. 

Mo. (KMOS-TV). 

Corinthian Television Corp., 
Tulsa, Okla. (KOTV). 

Gulf Coast Broadcasting Co.. 
Corpus Christi, Tex. (KRIS- 
TV). 

Channel 6, Inc.. Temple, Tex. 
< KCEN-TV). 

KCMC, Inc.. Texarkana. Tex. 
(KTAL-TV). 


Channel 6— 

Channel 6 

Channel 6+ 

Channel 6 
Channel 64- 

Channel 6 
Channel 6 + 
Channel 6 


subject to the following conditions: 

(a) The licensees shall inform the 
Commission in writing by no later than 
December 6, 1976, of their acceptance of 
this modification; 

(b) The licensees shall submit to the 
Commission by December 6. 1976, all 
necessary information complying with 


the applicable technical rules to cover the 
carrier offset modifications; 

(c) The licensees may continue to op¬ 
erate under their present authorizations 
for one year from the effective date of 
this Order or until 60 days after the 
grant of a construction permit on Chan¬ 
nel *6— at Mountain View, Arkansas, 
whichever is later, or effect the change 
sooner if each so desires. Ten days prior 
to operation on the newly authorized fre¬ 
quency, the licensees shall submit the 
same measurement data normally re¬ 
quired in an application for a television 
broadcast station license. 

(d) The licensees shall not commence 
operations on the newly authorized fre¬ 
quencies until the Commission specifi¬ 
cally authorizes each to do so. 

8. It is further ordered. That the Sec¬ 
retary of the Commission is directed to 
send a copy of this Report and Order by 
certified mail, return receipt requested, 
to: 

Southwest Kansas Television Co., Inc., Dodge 
City, Kansas, Station KTVC; 

Cosmos Broadcasting of Louisiana. Inc., New 
Orleans. Louisiana, Station WDSU-TV; 
Mississippi Telecasting Co., Inc., Greenwood. 

Mississippi, Station WABG-TV; 
Mid-America TV Co., Sedalla, Missouri, Sta¬ 
tion KM OS-TV; 

Corinthian Television Corp.. Tulsa, Okla¬ 
homa, Station KOTV; 

Gulf Coast Broadcasting Co., Corpus Chrlstl, 
Texas. Station KRIS-TV; 

Channel 6. Inc., Temple, Texas, Station 
KCEN-TV; and 

KCMC, Inc., Texarkana, Texas, Station 
KTAL-TV. 

9. It is further ordered, That this pro¬ 
ceeding is terminated. 

(Secs. 4, 5. 303, 48 Stat.. as amended. 1066, 
1068, 1082; (47 U.S.C. 154, 155, 303).) 

Federal Communications 
Commission, 

Wallace E. Johnson, 

Chief, Broadcast Bureau. 
fFR Doc.76-32756 Filed ll-5-76;8:45 ami 


Title 7—Agriculture 

CHAPTER XVIII—FARMERS HOME AD¬ 
MINISTRATION, DEPARTMENT OF AG¬ 
RICULTURE 

SUBCHAPTER B—GENERAL REGULATIONS 

|FmHA Instruction 430.2) 

PART 1802—SUPERVISION OF 
BORROWERS 

Subpart G—Supervision of Association 
and Organization Borrowers and Grant 
Recipients, Including Individual Labor 
Housing and Rural Rental Housing Bor¬ 
rowers With Loan Agreements 

Requirements por Audits and Annual 
Reports; Revisions 

On page 19342 of the Federal Register 
dated May 12. 1976. there was published 
a notice of proposed rulemaking to revise 
§ 1802.78 of Subpart G of Part 1802, Title 
7, Code of Federal Regulations (36 FR 
17818) to decrease the instances in which 
monthly reports are required, change the 
format used for monthly and annual re¬ 
ports. and outline the requirements for 
annual audits. 


Interested persons were given 30 days 
to submit written comments, suggestions, 
or objections regarding the proposed re¬ 
visions. All comments submitted with re¬ 
spect to the proposed amendment were 
given due consideration. 

As a result of comments received, the 
following changes are made: 

1. In § 1802.75, the first sentence in 
paragraph (c) is revised to change the 
reference from § 1802.78(c) to § 1802.78. 

2. In § 1802.78, paragraph (a) is re¬ 
vised to allow 15 days after the end of 
each month for the County Supervisor 
to submit the required monthly report to 
the State Oflice. 

3. In § 1802.78. paragraph (d) (2) is re¬ 
vised to eliminate the requirement that 
the borrower be present during the actual 
analysis under certain circumstances. 

4. In § 1802.78, paragraph (f) (2) is re¬ 
vised to reduce the required period for 
submission of reports to the National Of¬ 
fice from three years to two years. 

5. Section 1802.80 is revised to clarify 
the issuance of State forms. 

6. Editorial changes are made in Ex¬ 
hibits B, C, D, and E to simplify com¬ 
pletion. 

Accordingly §§ 1802.75(c), 1802.78 and 
1802.80 are revised; Exhibit A is reserved, 
and Exhibits B, C, D and E as added are 
set forth below. 

§ 1802.75 Methods of superv ision. 

+ *••• 

(c) Borrowers who have demonstrated 
ability. After the borrower has estab¬ 
lished its operations, is current with its 
payments, is maintaining the security In 
a satisfactory manner, and otherwise is 
progressing satisfactory, supervision will 
consist of at least an annual review of 
budgets and reports in accordance with 
§ 1802.78, and the periodic inspection se¬ 
curity. * • • 


§ 1802.78 Borrower reports, audits, and 
analysis. 

In order that borrowers will establish 
and maintain adequate business man¬ 
agement practices, it is essential that a 
system of reports and analysis of such 
reports be established at the outset. 
Timely reports will furnish needed infor¬ 
mation on which to make management 
decisions essential to efficient operation, 
and provide FmHA with periodic reports 
that will indipate trends and reflect the 
type and'extent of management assist¬ 
ance needed. Timely analysis of such re¬ 
ports will reveal potential problems and 
provide an opportunity for corrective ac¬ 
tion before such problems develop to the 
extent they have an adverse effect on 
fiscal or operational conditions. All re¬ 
ports will pertain only to the FmHA fi¬ 
nanced proiect. 

(a) Monthly reports. (1) Each borrow¬ 
er or grantee will make a monthly re¬ 
port. Such reports will begin the first 
month after: Completion of an initial 
project: completion of a subsequent proj¬ 
ect; reamortization; transfer; failure to 
make required payment; failure to make 
required transfers to reserve. Reports will 
be completed in accordance with Exhibit 
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B of this subpart. The County Supervi¬ 
sor will forward a copy of the report to 
the State Director through the District 
Director within 15 days after the end of 
each month. 

(2) Reports will continue for a mini¬ 
mum of 12 full months. At the end of 
such 12-month period, the District Di¬ 
rector will inspect the project and re¬ 
view the operation. Reports may be dis¬ 
continued when the District Director de¬ 
termines that: The project is being op¬ 
erated and maintained in a satisfactory 
manner; an adequate accounting system 
is being maintained; payments to FmHA 
are being made on schedule; and the re¬ 
serve account is on schedule. Authoriza¬ 
tion to discontinue the monthly reports 
will be made by the District Director in 
a memorandum to the County Supervisor 
with a copy to the State Director. The 
County Supervisor will notify the bor¬ 
rower of this decision. 

(b) Annual reports. (1) Each borrower 
will submit, within 60 days following the 
close of its fiscal year, a report consisting 
of: 

(1) An audit report or verification of 
accounts if required by paragraph (c) of 
this section. 

(ii) A statement of budget, income and 
expense for the year being planned. It 
will also show the actual income and ex¬ 
penses for the previous year. The state¬ 
ment of budget, income and expense will 
be completed in accordance with Exhibit 
C of this subpart. 

Oil) A year end report completed in 
accordance with Exhibit D of this sub¬ 
part. 

(iv) Copies of the minutes of the an¬ 
nual meetings and other meetings of the 
membership. 

(v) Other related material that the 
County Supervisor may request. 

(2) An annual analysis will be pre¬ 
pared by the County Supervisor. The 
analysis will be completed in accordance 
with Exhibit E of this subpart. 

(c) Audit reports. Annual audit reports 
complying with FmHA’s “Instruction to 
Independent Certified Public Account¬ 
ants and Licensed Public Accountants 
Performing Audits of FmHA Borrowers 
and Grantees’* which may be obtained 
from the County Supervisor, are required 
as follows: 

(1) For all borrowers with 21 or more 
units, an audit report will be prepared 
by a Certified Public Accountant (CPA) 
or Licensed Public Accountant (LPA), 
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except as outlined in paragraph (c) (3) 
of this section. 

(2) For all borrowers with 20 or less 
units, an audit will not be required except 
as outlined in paragraph (c)(3) of this 
section. The borower will, however, pro¬ 
vide a verification by a competent in¬ 
dividual who is independent of the bor¬ 
rower or by a committee of the member¬ 
ship not including any officer, director or 
employee of the borrower in accordance 
with Exhibit D of this subpart. 

(3) The State Director may require 
that the account of any borrower be au¬ 
dited by a CPA or LPA. The State Di¬ 
rector may also waive the audit require¬ 
ments in a specific case with prior au¬ 
thorization of the National Office, pro¬ 
viding the borrower submits a written 
request for the waiver; the negotiated 
cost of the audit will increase the month¬ 
ly unit rental rate by more than $2.00; 
and the required reports for the previous 
years’ operations were properly sub¬ 
mitted. 

(4) The audit report should be sub¬ 
mitted as a part of the annual report but 
in all cases as soon as possible after the 
close of the borrower’s fiscal year. 

(d> Annual analysis. The business of 
each borrower will be analyzed each year 
not later than 60 days following the end 
of the borrower’s fiscal year. 

(1) Preparation for the analysis. Not 
later than 30 days prior to the end of the 
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borrower’s fiscal year, the County Super¬ 
visor will: 

(!) Notify the borrower of the required 
reports, the date such reports are due, 
provide the borrower with necessary 
guides and exhibits for use in preparing 
such reports. 

(ii) See that organizational type bor¬ 
rowers properly plan for their annual 
meetings; see that it will be held on the 
correct date and plan to attend the an¬ 
nual meeting of nonprofit organizations, 
unless the borrower has progressed as 
described in § 1802.75, paragraph (c). 

(iii) Arrange to conduct an inspection 
of the facility with the borrower or the 
borrower’s representative. 

(2) Conducting the analysis. The 
analysis will be conducted by the County 
Supervisor as soon as possible after the 
required reports are submitted by the 
borrower. It is not necessary that the 
borrower be present during the actual 
analysis provided the information re¬ 
quired by Exhibit E of this subpart can 
be completed from the County Supervi¬ 
sor’s knowledge of the operation. 

(3) District Director review. The Dis¬ 
trict Director will record his comments 
and recommendations in the appropriate 
section of the analysis report. 

(e) Distribution of annual analysis in - 
formation. The information obtained in 
accordance with paragraph (b) of this 
section will be distributed as follows: 


Distribution 


Item 


Borrower Borrower ease flJe State office 


Audit (when applicable). 

Statement of budget, income, and expense. 

Year-end report.. 

Minutes of annual meeting. 

Annual analysis...... 


Cop do.:. 

....do... 

Original. 

Copy... 


Original.. 

-do.... 

-do_ 

Cop do.v.: 


Copy. 

2 copies. 

Copy. 

Original and copy. 


(f) State Director’s review of annual 
analysis. Upon receipt of the items listed 
in paragraph te) of this section, the 
State Director will: 

(1) Review the information submitted 
and provide comments and recommen¬ 
dations by memorandum to the County 
Supervisor. 

(2) During the first 2 years of opera¬ 
tion. forward the following to the Na¬ 
tional Office: 

(1) Copy for the Statement of Budget. 
Income and Expense. 

(ii) Copy of the Year End Report. 

(iii) Copy of the Annual Analysis. 

(iv) Copy of his memorandum to the 
County Supervisor. 


§ 1802.80 Slate requirement*, guide*, 
exhibits, and oilier issuances. 

The State Director will supplement 
this subpart with State issuances neces¬ 
sary to the successful operation of the 
program. The State Director, with the 
assistance of the OGC, may modify pro¬ 
cedures or exhibits as set out in this sub- 
part to the extent necessary to enable 
borrowers and grant recipients to com¬ 
ply with the applicable provisions of 
State laws. Under no circumstances, 
however, will State forms be developed 
as replacements for the exhibits con¬ 
tained in this Subpart. Borrowers will be 
furnished with copies of this subpart and 
asked to provide the desired information 
in the format of the applicable exhibits. 

Exhibit A—[Reserved] 
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Exhibit B. — Monthly report 

Name of Borrower_Address____ 

Project Location___ 

Kind of Loan_Term of Loan_ Interest Rate_Amount *. 


Budget Actual Actual 

current year current month year-to-date 


INCOME FROM RENT 


1 

2 

3 

4 

5 

6 


Per month basic 

Number and kind market 

_units at_ 

units at _______ 

_units at_ 

___units at_ 

Loss allowance for vacancy and contingencies 

as authorized by FrnHA... 

Total income from rent. 



( ) 


Beg . 
End. 


( 2 ) 


Beg . 
End 


(3) 


(XXXXXXXX) (XXXXXXXX) 


OTHER INCOME 


7 Laundry...... 

8 Interest income. 

10 Total otSer Income' (addBnes*7* through 9)1-- 

11 Total income (add lines 0 and 10)_ 

12 Total operation, maintenance, and other 

expenses. 

13 Net income (loss) (excluding depreciation) 

(line 11 less line 12). 


OTHER DEDUCTIONS ( 

14 FrnHA payment (principal). 

15 Transfer to reserve. 

16 Return to owner, $_at _ percent. XXXXXXXX XXXXXXXXX 

17 Authorized capital improvements. 

18 Other authorized debt payments. 

19 Other (specify)... 

20 Total other deductions (add lines 14 through 


21 Excess (deficit) (line 13 less line 20)__ 


Certified Correct 


(date) 


by 


Borrowers or Borrower’s Representative Signature 


General information 


Security General fund 0.4M. Debt service Reserve Total 
deposits 


Cash balance beginning.... $ $ $ $ 3 $ 

Cash balance end_ 


1. Total units in project_ 

Total units vacant_ 

Comments: 

2. Have additional debts been incurred 
since last report? 

Amount $__ 

3 . Are other debts current?_ 

4. Comments: 

6 . FrnHA account on schedule?_ 

Reserve on Schedule?_ 


Date 


Borrower or Borrower’s 
Representative Signature 

E. County Supervisor Comments: 


Date 


Signature 

F. District Director Comments: 


Date 


Signature 

Instructions for Preparation 

(a) To be submitted at the end of each 
month. The Information provided in this 
exhibit should be on the same basis as the 
borrower's accounting system. (i.e. accrual 
or cash basis.) 

(b) Column (1) will be completed to re¬ 
flect the planned budget for the current year. 

(c) Column (2) will be completed to re¬ 
flect actuals for the month Just ended. The 
completion of line items 1, 2. 3, 4. and 5 Is 
optional for this column. Line 18, should be 
left blank since this amount should not be 
claimed until the end of the year. 

(d) Column (3) will be completed to re¬ 
flect cumulative amounts for the year-to- 
date. The completion of line items 1, 2, 3, 4, 
and 5 Is optional for this column. Line 18, 
should be left blank since this amount 
should not be claimed until the end of the 
year. 

(e) Column (4) will be left blank and used 
by FrnHA for analysis purposes unless other¬ 
wise advised by County Supervisor. 
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Exhibit C .—Statement of budget, income, and expense (excluding depreciation) 

Name of Borrower_Address ___ 

Project Location____ 

Kind of loan_Term of loan_’ Interest rate_Amount $_ 


Budget (prior Actual (prior Basic rent 
year) Basic year) or Market budget 

(interim year) (interim) 


Market rent 
budget 



1 

2 

3 

4 

5 

6 


INCOME FROM RENT 

Beg_ 

Number and Per month, End_ 

kind basic market (1) 

_units at_ 

_units at_ 

_units at_ 

_units at_ 

Less allowance for vacancy and con¬ 
tingencies as authorized by FmHA. ( ) 

Total income from rant__ _ 



Beg _ 
End 


(3) 


Beg J 
End_ 


<«> 


( ) ( ) ( ) 


OTHER INCOME 


7 Laundry.... 

8 Interest Income.. 

9 Other (specify)... 

10 Total other income (add lines 7 

through 9).. 

11 Total Income (add lines 6 and 10)_ 

12 Total operation, maintenance, and 

other expenses.. 

18 Net Income (loss) (excluding depre¬ 
ciation) (line 11 less line 12).. 


OTHER DEDUCTIONS 


14 FmHA payment (principal). 

15 Transfer to reserve. 

16 Return to owner, S _ at _ 

percent. 

17 Authorized capital improvements.... 

18 Other authorized debt payments. 

19 Other (specify). 

20 Total other deductions (add lines 14 

through 19)._. 

21 Excess (deficit) (line 13 less line 20).... 


xxxxxxxx xxxxxxx 


Certified Correct_by___ 

(date) Borrowers or Borrower’s Representative Signature 

Operation and maintenance expenses 


(i) (2) • (3) (4) 


1. 

2. 

8. 

4. 

5. 

6 . 

7. 


Salaries and wages.*.. 

Caretaker. 

Manager. 

Utilities.. 

Water. 

Sewer. 

Gas. 

Electricity. 

Heating. 

Garbage and trash removal. 

Telephone. 

Other. 

Maintenance. 

Janitor’s supplies. 

Repairs. 

Building equipment repairs. 

Exterminating. 

Decorating. 

Grounds maintenance. 

Furniture and furnishing replacements. 

Other. 

Insurance. 

Fire and extended coverage. 

Liability... 

Compensation. 

Other. 

Taxes. 

Real estate. 

Social security. 

Special assessments. 

Income... 

Other..... 

Other expenses..... I...* 

Accounting... 

Advertising.. I.I_ 11111111112111111111111 

Interest (FmHA). 

Other interest. 

Total operation and maintenance expenses (add secs. 1 
through 6) (total to Une 12 front side). 


$ 


$ 


8 3 
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Instructions for Preparation 

(1) When used by loan applicant. 

(a) Column (1) will be completed to re¬ 
flect the proposed basic rent (1%) budget (If 
applicable) for the Interim or partial year. 

(b) Column (2) will be completed to re¬ 
flect the proposed market rent budget for the 
Interim or partial year. 

(c) Column (3) will be completed to re¬ 
flect the proposed basic budget (If applica¬ 
ble) for a full 12 months of operation 
(typical year). 

(d) Column (4) will be completed to re¬ 
flect the proposed market rent budget for a 
full 12 months of operation (typical year). 

(2) When used by an existing borrower as 
a year-end statement of budget, income and 
expenses. (Excluding depreciation). 

(a) This Exhibit along with Exhibit D, 
"Year End Report," will be submitted within 
60 days following the close of the borrower’s 


year. The information provided in this 
Exhibit should be on the same basis as the 
borrower’s accounting system, (i.e. accrual or 
cash basis.) 

(b) Column (1) will be completed to re¬ 
flect the planned budget for the year Just 
ending. 

(c) Column (2) will be completed to re¬ 
flect the actuals for the year Just ending. 
Line Item 6 will normally be left blank for 
this column. 

(d) Column (3) will be completed to re¬ 
flect the proposed basic rent (1%) budget 
(if applicable) for the coming 12 months of 
operation. 

(e) Column (4) will be completed to re¬ 
flect the proposed market rent budget for the 
coming 12 months of operation. 

NOTE.—For budget columns, 1, 3 and 4, 
lines 17, 18 and 19 should only reflect 
amounts previously discussed and authorized 
by FmHA. 


Exhibit D.— End of the year report 
Balance sheet 


Name of Borrower_ As of: As of: 

Address___ 

Case numbe r __ 


Month, day, year; cur- Month, day, year; prior year 
rent year 


1 

2 

a 

4 

5 
C 

7 

8 
9 
10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 

22 

23 


24 

25 

26 

27 

28 

29 

30 

31 

32 
83 


Current assets: assets 

Cash accounts: 

Debt service account. 

O. <5t M. account.. 

Reserve account.... 

Genera) fund account. 

Security deposits. 

Other cash (identify). 

Total cash (add 1 through 6). 

Accounts receivable. 

Less: Allowance for doubtful accounts 

Inventories (supplies). 

Prepayments... 


Total currents assets (add 7 through 12).. 

Fixed assets: 

Land..... 

Buildings. 

Less: Accumulated depreciation. 

Furniture and equipment.... 

Less: Accumulated depreciation., 


Total fixed assets (add 14 through 20) 
Other assets: 


Total assets (added 13, 21, and 22). 

LIABILITIES AND OWNERS EQUITY 
Current liabilities: 

Accounts payable... 

Notes payable... 

Security deposits . 

Total current liabilities (add 24 through 26).. 
Long-term liabilities: 

Notes payable FmHA. 


Total Jong-term liabilities (add 28 through 29). 

Total liabilities (add 27 and 30). 

Owner’s equity (net worth) (23 minus 30). 

Total liabilities and owner’s equity. 


( ) 




( ) 




General information 
Insurance and Bonding 


Insurance coverage and policy number Insurance company and address Amount of Expiration 

coverage date of policy 


Property insurance policy No.-. 

Liability policy No... 

Fidelity policy No.... 


Is the fidelity bond on Form FmHA 440-24? Yea_ No 

Taxes 

List Amount of Taxes Delinquent 

Real estate: $_ For Year(s) of_ 

Personal pro: $_ For Year(s) of_ 
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OFT1CZR8 AND DlBECTORH 


Name 

Address 

Date of expiration 
of office 

Vice president..----- 

Age accounts receivables (rents) as follows: 

Days 


0-30 

31-60 61-00 

91/older 

Dollar amounts.$ 

Number of tenants----- 

$ * 

$ $ 


Explanation of any Capital Improvement expenditure: 

The Foregoing Information is Complete and Accurate to the Best of My Knowledge. 


Date 

Verification 

(For all non-profit organizations and for 
limited profit borrowers and profit borrowers 
with less than 21 rental units the accounts 
will be verified by a competent individual 
who Is Independent of the borrower or by a 
committee of the membership not including 
any officer or employee of the borrower.) 

Remarks : 

I (we) certify that we have reviewed the 
borrowers records and that the accompanying 
balance sheet and statement of actual budget 
and income accurately reflects the borrowers 

records. 


Date 


Signature 


Name and title 


Address 

(Fiscal year ending_) 

I. General: 

Name of Borrower_ 

Address of Borrower_ State_ 

County_ 

Address of Project_State_ 

County_ 

Type of Entity __ _ 

Repayment Plan: Profit.Plan I 

Plan II _ 


Units: Total Units in Project_ 

Section 8 Units In Project_ 

Amt. of Loan(s)_#Yrs. Amortized_ 

Int. Rate_ 

11 Financial information: 

Total Assets (from Exhibit D) -- $_ 

Less: Total Liabilities (from 

EX. D). $. 

Net Worth (from Ex. D)_$_ 

Payment Status: Current □ 

Delln_$_ 

Ahead of Sched_$_ 

Reserve: Required to date_$_ 

On Hand_$_ 

Taxes: Current □ Delln_$_ 

UI. Compliance and General Conditions: 

Yes No 

Change Made in Bylaws □ □ 

Facilities Properly Maintained □ □ 

Civil Rights Agreements Complied 
with □ q 

Fire & Ext. Cov. Ins. in Force □ □ 

Liability ins. in Force . □ □ 

Fidelity Bond In Force □ □ 


Borrower or Borrower's Representative 

Signature 

IV. County Supertnsor Comments: 

A. Current Operations: 

B. Maintenance of Facilities and Services: 

Date of Last Inspection_ 

C. Planned Operational Changes for Com¬ 
ing Year: 

D. Adequacy of Recordkeeping, Debt Pay¬ 
ment, Reserve Etc. : 

E. Are Facilities Occupied By Eligible 
Tenants and Required Certification Ob¬ 
tained? 


County Supervisor Date 

V. District Director’s Comments: 


District Director Date 

(7 U.S.C. 1989 ; 42 U.S.C. 1480; 42 U.S.C. 2942. 
6 U.8.C. 301: Sec. 10 Pub. L. 93-357, 88 Stat. 
392; delegation of authority by the Sec. of 
Agrl., 7 CFR 2.23; delegation of authority by 
the Asst. Sec. for Rural Development. 7 CFR 
2.70; delegations of authority by Dir., OEO, 
29 FR 14764, 33 FR 9850) 

Effective date: These revisions are ef¬ 
fective on November 8, 1976. 

Dated: October 21,1976. 

Frank W. Naylor, Jr., 

Acting Administrator , 
Farmers Home Administration. 
[FR Doc.76-32497 Filed ll-5-70;8:46 am) 


SUBCHAPTER N—OTHER LOAN PROGRAMS 

(FmHA Instruction 1980-D) 

PART 1980—GUARANTEED LOAN 
PROGRAMS 

Subpart D—Rural Housing Program Loans 

Deferral of Effective Date 

Beginning at page 47472 o fthe Fed¬ 
eral Register dated October 29, 1976, 
there was published regulations to add a 
new Subpart D of Part 1980, Chapter 
XVin, Title 7, Code of Federal Regula¬ 
tions concerning Guaranteed Rural 
Housing Loans. The publication stipu¬ 
lated that the regulations would become 
effective on October 29, 1976. The effec¬ 
tive date of the regulation is deferred in 
order to permit the proper training of 
Farmers Home Administration field per¬ 
sonnel and to allow sufficient time for 
lenders to become familiar with the new 
regulations including orientation by 
Agency representatives, if necessary. 

The effective date of the regulation, 
which appeared at page 47482 of the 


Federal Register dated October 29,1976, 
is therefore changed to read “January 1, 
1977.“ 

(42 U.S.C. 1480; 7 U.S.C. 1989; delegation of 
authority by Sec. of Agrl. (7 CFR 2.23); dele¬ 
gation of authority by Asst. Sec. for Rural 
Development (7 CFR 2.70).) 

Effective date: This amendment Is ef¬ 
fective October 29.1970. 

Dated: November 2, 1976. 

Frank B. Elliott, 

Administrator , 

Farmers Home Administration. 

IFR Doc.76-32736 Filed ll-5-70;8:45 am) 


CHAPTER IX—AGRICULTURAL MARKET¬ 
ING SERVICE (MARKETING AGREE¬ 
MENTS AND ORDERS; FRUITS, VEGE¬ 
TABLES, NUTS), DEPARTMENT OF 
AGRICULTURE 

{Grapefruit Reg. 17, Arndt. 1{ 

PART 944—FRUITS; IMPORT 
REGULATIONS 

Minimum Grade and Size Requirements 
for Imports of Grapefruit 

This amendment continues Grapefruit 
Regulation 17 (§944.113: 41 FR 42181) 
through September 25, 1977. Said regula¬ 
tion is currently effective during the pe¬ 
riod September 27 through November 14, 
1976. The regulation prescribes minimum 
grade and size requirements applicable to 
imported grapefruit as follows: Imported 
seeded grapefruit—U.8. No. 1 and 
3-12/16 inches in diameter; and im¬ 
ported seedless grapefruit—Improved No. 
2 and 3-9/16 inches in diameter. The re¬ 
quirements are the same as those appli¬ 
cable to grapefruit produced in Florida 
and regulated pursuant to Marketing 
Order No. 905. 

Notice was published in the Federal 
Register on October 13. 1976 (41 F.R. 
44869) that consideration was being 
given to a proposed amendment which 
would regulate the importation of grape¬ 
fruit into the United States. The notice 
provided that all written data, views, or 
arguments in connection with the pro¬ 
posed amendment be submitted by Oc¬ 
tober 28, 1976. None were received. 

This amendment would be issued pur¬ 
suant to Section 8e of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.CL 801-674). This section 
requires that whenever specified com¬ 
modities. including grapefruit, are reg¬ 
ulated under a Federal marketing order, 
the imports of that commodity must meet 
the same or comparable grade, size, qual¬ 
ity. or maturity requirements as those in 
effect for the domestically produced 
commodity. This regulation is the same 
as the domestic grade and size regulation 
for grapefruit, issued pursuant to the 
marketing agreement, as amended, and 
Order No. 905, as amended (7 CFR Part 
905), regulating the handling of oranges, 
grapefruit, tangerines and tangelos 
grown in Florida, which becomes effec¬ 
tive November 15.1976. 

It is hereby found that good cause ex¬ 
ists for not postponing the effective time 
of the regulatory provisions of this 
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amendment, as hereinafter set forth, be¬ 
yond that hereinafter specified (5 U.S.C. 
553) in that (a) the requirements of this 
amended import regulation are imposed 
pursuant to section 8e of the Agricultural 
Marketing Agreement Act of 1937, as 
amended (7 U.S.C. 601-674), which 
makes such requirements mandatory; 
<b) the grade and size requirements of 
this amended import regulation are the 
same as those being made applicable to 
domestic shipments of grapefruit grown 
in Florida under amended Grapefruit 
Regulation 77 (§ 905.565); (c) notice 
that such action was being considered 
w r as published in the October 13, 1976, 
issue of the Federal Register (41 FR 
44869). and no objection to this regula¬ 
tion was received; (d) the provisions of 
this import regulation are the same as 
those contained in said notice; (e) no¬ 
tice hereof in excess of three days, the 
minimum prescribed by said section 8e. 
is given with respect to this import reg¬ 
ulation by prescribing an effective date 
of November 15, 1976, and (f) such no¬ 
tice is hereby determined, under the cir¬ 
cumstances, to be reasonable. 

After consideration of all relevant 
matters presented, including the pro¬ 
posal set forth in the aforesaid notice, 
and other available information, it is 
hereby found that the grade and size re¬ 
quirements in effect pursuant to the said 
amended marketing agreement and or¬ 
der shall apply to grapefruit to be 
imported. 

Order. In § 944.113 (Grapefruit Reg¬ 
ulation 17; 41 FR 42181) the introduc¬ 
tory text of paragraph (a) and sub- 
paragraphs (a)(1) and (2) thereof are 
revised to read as follows: 

§ 944.113 Grapefruit Regulation 17. 

(a) During the period November 15, 
1976, through September 25, 1977, the 
importation into the United States of 
any grapefruit is prohibited unless such 
grapefruit is inspected and meets the fol¬ 
lowing requirements: 

(1) Seeded grapefruit shall grade at 
least U.S. No. 1 and be of a size not 
smaller than 3 r 4io inches in diameter, 
except that a tolerance for seeded grape¬ 
fruit smaller than such minimum size 
shall be permitted, which tolerance shall 
be applied in accordance with the pro¬ 
visions for the application of tolerances, 
specified in § 51.761 of the United States 
Standards for Grades of Florida Grape¬ 
fruit; and 

(2) Seedless grapefruit shall grade at 
least Improved No. 2 and be of a size 
not smaller than 3^n inches in diam¬ 
eter. except that a tolerance for seed¬ 
less grapefruit smaller than such mini¬ 
mum size shall be permitted, which tol¬ 
erance shall be applied in accordance 
with the provisions for the application of 
tolerances, specified in § 51.761 of the 
United States Standards for Grades of 
Florida Grapefruit. (“Improved No. 2” 
shall mean grapefruit grading at least 
U.S. No. 2 and also meeting the require¬ 
ments of the U.S. No. 1 grade as to shape 
(form) and color.) 


RULES AND REGULATIONS 

(Secs. 1-19, 48 Stat. 31. as amended (7 US.C. 
601-674).) 

Dated: November 2, 1976, to become 
effective November 15, 1976. 

Charles R. Brader, 
Deputy Director, Fruit and 
Vegetable Division, Agricul¬ 
tural Marketing Service. 

|PR Doc.76-32729 Filed ll-5-76;8:45 am) 


CHAPTER X—AGRICULTURAL MARKET- 

ING SERVICE (MARKETING AGREE¬ 
MENTS AND ORDERS; MILK), DEPART¬ 
MENT OF AGRICULTURE 

[Milk Order No. 30J 

PART 1030— MILK IN THE CHICAGO 
REGIONAL MARKETING AREA 

Temporary Revision of Shipping 
Percentage 

This temporary revision is issued pur¬ 
suant to the provisions of the Agricul¬ 
tural Marketing Agreement Act of 1937, 
as amended (7 U.S.C. 601 et seq.), and 
the provisions of § 1030.7(b) (6) of the 
order regulating the handling of milk in 
the Chicago Regional marketing area. 

Notice of proposed rulemaking tvas 
published in the Federal Register (41 
FR 46605) concerning a proposed de¬ 
crease in the supply plant shipping per¬ 
centages for the month of November 
1976. Interested persons were afforded 
an opportunity to file written data, views, 
and arguments thereon. 

After consideration of all relevant ma¬ 
terial, including the proposal set forth 
in the aforesaid notice, data, views, and 
arguments filed thereon, and other avail¬ 
able information, it is hereby found and 
determined that for the month of 
November 1976 the supply plant ship¬ 
ping percentage of 35 percent set forth 
in § 1030.7(b) (4) shall be decreased to 
25 percent and in § 1030.7(b) (7) (iii) the 
shipping requirement of 15 percent ap¬ 
plicable to each plant in a unit of two 
or more plants shall be decreased to 10 
percent. 

Pursuant to the provisions of § 1030.7 
(b)(6) the supply plant shipping per¬ 
centages set forth in §§ 1030.7(b) (4) 
and 1030.7(b) (7) (iii) shall be increased 
or decreased by up to 10 percentage 
points during the months of August- 
March, if necessary to obtain needed 
shipments or to prevent uneconomic 
shipments. 

Seventeen cooperative associations, 
which represent most of the producers 
supplying the Chicago Regional market, 
and three proprietary handlers state 
that the supply plant shipping percent¬ 
age should be decreased for November 
1976 to prevent uneconomic shipments 
of milk. Some cooperatives urge the 
amount of such decrease should be 5 
percentage points for the basic 35 per¬ 
cent shipping requirement, other co¬ 
operatives urged the decrease should be 
10 percentage points. One cooperative 
advocated a decrease of 10 percentage 
points, from 15 percent to 5 percent, in 
the shipping requirement for any sup¬ 
ply plant that is a part of a supply plant 


unit. The three proprietary handlers ad¬ 
vocated the decrease in shipping require¬ 
ments be limited to 5 percentage points 
for the basic requirement only. One han¬ 
dler opposed any action. 

In support of this temporary change, 
proponents of reducing shipping require¬ 
ments state that producer milk receipts 
are up and Class I sales are down, so 
that a smaller than normal percentage 
of the market’s milk supply is needed 
at distributing plants to fulfill fluid milk 
requirements. 

To fulfill their fluid milk requirements, 
distributing plants'obtain a major por¬ 
tion of their milk supplies from supply 
plants, since about 80 percent of the 
market’s milk supply is assembled at sup¬ 
ply plants. For the months of May- 
August. Class I sales were down more 
than 32 million pounds compared to the 
same period a year ago. Moreover, re¬ 
ceipts of producer milk on the market 
increased by 325 million pounds for the 
months of May-August compared to the 
same months of 1975. In September 1976. 
the most recent month for which data 
are available, producer receipts were up 
81 million pounds compared to Septem¬ 
ber 1975. Class I sales dropped nine mil¬ 
lion pounds from September 1975 to Sep¬ 
tember 1976. This continuous trend of 
lower Class I sales and higher receipts 
of producer milk indicates that a signif¬ 
icantly lower proportion of supply plant 
milk will need to be shipped to distribut¬ 
ing plants this November compared to 
November 1975. Cooperatives supporting 
temporary decreases in shipping require¬ 
ments of 10 percentage points state that 
they were required, in order to meet the 
30 percent shipping requirement in Octo¬ 
ber, to make uneconomic “back hauls” 
of milk and in some instances actually 
“depooling” over two million pounds of 
milk to qualify their supply plants. 

This recent development of lower Class 
I sales and higher receipts of producer 
milk indicates that about 10 percent less 
of the milk received at supply plants will 
need to be shipped to distributing plants 
this November than in such month last 
year. 

In order to allow maximum flexibility 
in obtaining milk as among supply plants 
in the market and to prevent, as much as 
possible, uneconomic handling and move¬ 
ments of milk merely for pooling pur¬ 
poses. it is concluded that the market 
situation requires a temporary reduction 
of 10 percentage points in the basic sup¬ 
ply plant shipping standard. Moreover a 
reduction of 5 percentage points in the 
shipping requirement for supply plants 
with a unit is necessary to provide ade¬ 
quate flexibility in making shipments as 
among plants in a unit and to provide 
that such shipping percentage be not 
more than 50 percent of the basic ship¬ 
ping percentage as required by terms of 
the order. 

It is concluded that it is necessary to 
reduce the pool supply plant shipping 
percentages as specified above for the 
month of November 1976 to prevent un¬ 
economic shipments. 

It is hereby found and determined that 
thirty days’ notice of the effective date 
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hereof is impractical, unnecessary and 
contrary to the public interest in that: 

(a> This temporary revision is neces¬ 
sary to reflect current marketing condi¬ 
tions and to maintain orderly marketing 
conditions in the marketing area in that 
during November 1976 it will prevent 
uneconomic shipments to pool distribut¬ 
ing plants; 

<b> This temporary revision does not 
require of persons affected substantial 
or extensive preparation prior to the 
effective date; and —' 


(c) Notice of proposed rulemaking 
was given interested parties and they 
were afforded opportunity to file written 
data, views or arguments concerning this 
temporary revision. 

Therefore, good cause exists for mak¬ 
ing this temporary revision effective for 
the month of November 1976. 

It is therefore ordered , That the afore¬ 
said provisions of the order are hereby 
revised for November 1976. 

(Secs. 1-19, 48 Stat. 31, as amended (7 U.S.C. 
COl-674).) 


V 


V 



Inflation Impact Statement. The United 
States Department or Agriculture has deter¬ 
mined that this document does not contain 
a major proposal requiring preparation of 
an Inflation Impact Statement under Execu¬ 
tive Order 11821 and OMB Circular A-107. 

Effective date: November 8. 1976. 

Signed at Washington, D.C., on No¬ 
vember 1,1976. 

P. W. Halnon. 

Acting Director, Dairy Division . 

|FR Doc.78-32726 Filed 11-5-76:8:46 am| 
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proposed rules 


This section of the FEDERAL REGISTER contains notices to the public of the proposed issuance of rules and regulations. The purpose of 
these notices is to give Interested persons an opportunity to participate in the rule making prior to the adoption of the final rules. 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
[ 7 CFR Parts 1094,1096] 

[Docket Nos. AO-103-A40 and AO-257-A28) 

MILK IN THE NEW ORLEANS-MISSISSIPPI 

AND GREATER LOUISIANA MARKETING 

AREAS 

Hearing On Proposed Amendments to Ten¬ 
tative Marketing Agreements and Orders 

Notice is hereby given of a public hear¬ 
ing to be held at the Oak Manor Motor 
Hotel, 8181 Airline Highway. Baton 
Rouge, Louisiana, beginning at 1:30 p.m., 
on November 22, 1976, with respect to 
proposed amendments to the tentative 
marketing agreements and to the orders, 
regulating the handling of milk in the 
New Orleans-Mississippi and Greater 
Louisiana marketing areas. 

The hearing is called pursuant to the 
provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.). and the applicable 
rules of practice and procedure govern¬ 
ing the formulation of marketing agree¬ 
ments and marketing orders (7 CFR 
Part 900). 

The purpose of the hearing is to re¬ 
ceive evidence with respect to the eco¬ 
nomic and marketing conditions which 
relate to the proposed amendments, 
hereinafter set forth, and any appropri¬ 
ate modifications thereof, to the tenta¬ 
tive marketing agreements and to the 
orders. 

The proposed amendments, set forth 
below, have not received the approval of 
the Secretary of Agriculture. 

Proposed by Dairymen, inc. 
proposal NO. 1 

Amend § 1094.61, Computation of Uni¬ 
form Price, to read as follows: 

§ 1094.61 Computation of uniform 
price (including weighted average 
price). 

For each month, the market adminis¬ 
trator shall compute the uniform price 
per hundredweight for milk of 3.5 per¬ 
cent butterfat content at pool plants at 
which no location adjustment applies as 
follows: 

(a) Combine into one total the indi¬ 
vidual values of milk for all handlers 
computed pursuant to § 1094.60 except 
those of handlers who failed to make 
payments required pursuant to $ 1094.71 
for the preceding month; 

(b) Add an amount equal to the total 
value of the location adjustments com¬ 
puted pursuant to § 1094.75; 

Cc) Add not less than one-half of the 
unobligated balance in the producer- 
settlement fund; 


(d) Divide the amount computed pur¬ 
suant to paragraphs (a) through (c) of 
this section by the sum of the following 
for all handlers included in these com¬ 
putations: 

(1) The total hundredweight of pro¬ 
ducer milk included pursuant to para¬ 
graph (a) of this section; and 

(2) The total hundredweight for which 
a value is computed pursuant to § 1094.- 
60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 
The result shall be the "weighted aver¬ 
age price”, and, except for the months 
specified below, shall be the “uniform 
price” for milk received from producers; 

(f) For the months specified in para¬ 
graphs (g) and (h) of this section, sub¬ 
tract from the amount resulting from 
the computations pursuant to paragrphs 
(a) through (c) of this section an 
amount computed by multiplying the 
hundredweight of milk specified in para¬ 
graph (d)(2) of this section by the 
weighted average price; 

(g) For each of the months of March, 
April, May and June: 

(1) Subtract an amount equal to 50 
cents per hundredweight on the total 
amount of producer milk in these com¬ 
putations, which amount is to be retained 
in an interest-bearing account and dis¬ 
tributed according to the provisions of 
paragraph (h) of this section: 

(2) Divide the resulting sum by the to¬ 
tal hundredweight of producer milk in¬ 
cluded in the computations; and 

(3) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 
The result shall be the “uniform price” 
for milk received from producers; 

(h) For each of the months of Sep¬ 
tember. October and November: 

(1) Subtract from the total hundred¬ 
weight of producer milk the volume of 
milk received from producers whose milk 
was physically received at a pool plant 
under this order for less than 20 days’ 
production during each of the immedi¬ 
ately preceding months of March, April. 
May and June; 

(2) From the amount resulting from 
the computations pursuant to paragraph 
(f) of this section, subtract an amount 
computed by multiplying the hundred¬ 
weight of milk subtracted pursuant to 
paragraph (h)(1) of this section by the 
“weighted average price”; 

(3) Add one-third of the total amount 
subtracted pursuant to paragraph (g)(1) 
of this section; 

(4) Divide the resulting sum by the' 
hundredweight of producer milk result¬ 
ing pursuant to paragraph (h) (1) of this 
section; and 

(5) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 


The result shall be the “uniform price” 
for milk received from producers. 

PROPOSAL NO. 2 
§ 1094.73 [Amended] 

Amend paragraph 1094.73(a)(2) by 
inserting the following words after the 
words “uniform price”: 

• • * (Provided » That for the months 
of September, October and November, 
milk of those producers which was de¬ 
ducted pursuant to paragraph 1094.61 
(h)(1) shall be paid at an amount equal 
to not less than the “weighted average 
price”) • • • - 

PROPOSAL NO. 3 

Amend § 1096.61, Computation of Uni¬ 
form Price, to read as follows: 

§ 1096.61 Compulation of uniform 
price (including weighted average 
price). 

For each month, the market admin¬ 
istrator shall compute the uniform price 
per hundredweight for milk of 3.5 per¬ 
cent butterfat content as follows: 

(a) Combine into one total the values 
computed pursuant to § 1096.60 for all 
pool handlers who made reports pre¬ 
scribed in 5 1096.30 for such month and 
who have made payments for the previ¬ 
ous month pursuant to § 1096.71; 

(b) Add the aggregate of all minus 
location adjustments and subtract the 
aggregate of all plus location adjust¬ 
ments pursuant to § 1096.75; 

(c) Add an amount equal to not; less 
than one-half of the unobligated balance 
on hand in the producer-settlement 
fund; 

<d) Divide the resulting amount by 
the sum of the following for all handlers 
included in these computations: 

(1) The total hundredweight of pro¬ 
ducer milk; and 

(2) The total hundredweight for 
which a value is computed pursuant to 
§ 1096.60(f); and 

(e) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 
The result shall be the “weighter aver¬ 
age price”, and. except for the months 
specified below, shall be the “uniform 
price” for milk received from producers; 

(f) For the months specified in para¬ 
graphs (g) and (h) of this section, sub¬ 
tract from the amount resulting from the 
computations pursuant to paragraphs 
(a) through (c) of this section an 
amount computed by multiplying the 
hundredweight of milk specified in para¬ 
graph (d)(2) of this section by the 
weighted average price; 

<g) For each of the months of March. 
April, May and June: 

(1) Subtract an amount equal to 50 
cents per hundredweight on the total 
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amount of producer milk in these com¬ 
putations, which amount is to be re¬ 
tained in an interest-bearing account 
and distributed according to the provi¬ 
sions of paragraph <h> of this section; 

(2) Divide the resulting sum by the 
total hundredweight of producer milk in¬ 
cluded in the computations; and 

*3) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 
The result shall be the “uniform price” 
for milk received from producers; 

<h> For each of the months of 
September, October and November: 

(1) Subtract from the total hundred¬ 
weight of producer milk the volume of 
milk received from producers whose milk 
was physically received at a pool plant 
under this order for less than 20 days’ 
production during each of the imme¬ 
diately preceding months of March, 
April, May and June; 

(2) From the amount resulting from 
the computations pursuant to paragraph 
<f) of this section, subtract an amount 
computed by multiplying the hundred¬ 
weight of "milk subtracted pursuant to 
paragraph <h> (1) of this section by the 
“weighted average price”; 

<3) Add one-third of the total amount 
subtracted pursuant to paragraph (g)(1) 
of this section; 

«4) Divide the resulting sum by the 
hundredweight of producer milk result¬ 
ing pursuant to paragraph (h) (1) of this 

section; and 

(5) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight. 
The result shall be the “uniform price” 
for milk received from producers. 

PROPOSAL NO. 4 
§ 1096.73 [ Amended 1 

Amend paragraph 1096.73(b) by in¬ 
serting the following words after the 
words “uniform price”: 

• * * Provided. That for the months of 
September, October and November, milk 
of those producers which was deducted 
pursuant to 5 1096.61(h)(1) shall be 
paid at an amount equal to not less than 
the “weighted average price”) • • • 

Proposed by the Dairy Division, 
Agricultural Marketing Service 

proposal no. 5 

Make such changes as may be neces¬ 
sary to make the entire marketing agree¬ 
ments and the orders conform with any 
amendments thereto that may result 
from tills hearing. 

Copies of this notice of hearing and 
the order may be procured from the 
Market Administrator M. Truxillo. P.O. 
Box 456, Metairie, Louisiana 70004. or 
V? m Me Hearing Clerk, Room 112-A, 
Administration Budding, United States 
rw^ a li men ^ of Agriculture, Washington, 
u,c - 20250 or may be there inspected. 

Signed at Washington, D.C., on No¬ 
vembers. 1976. 

William T. Manley. 

Deputy Administrator , 
Program Operations. 

I PR Doc.76-32776 Filed 11-5-76;8 :46 ami 


PROPOSED RULES 

FEDERAL ENERGY 
ADMINISTRATION 
[10CFR Part 212] 

MANDATORY PETROLEUM PRICE 
REGULATIONS 

Proposed Domestic Crude Oil Purchaser's 
Report Form FEA P124-M-1 

The Federal Energy Administration 
(“FEA"> hereby gives notice of its in¬ 
tention to issue the Domestic Crude Oil 
Purchaser’s Report Form FEA P124-M-1 
and Instructions thereto. The proposed 
Report Form and Instructions issued for 
comment today are based upon the Form 
FEA P124-M-0 which was issued for 
comment by FEA on April 13, 1976 (41 
FR 16172. April 16. 1976). The FEA has 
considered all the comments received in 
response to the April 13 Notice, as well 
as other available information and data. 
Accordingly, the FEA has determined to 
issue the attached form and instructions. 

The attached form will be issued by 
FEA in order to collect data from first 
purchasers of domestic crude oil. Such 
data is necessary to enable FEA properly 
to administer its responsibility under 
the Energy Policy and Conservation Act 
(Pub. L. 94-163) for monitoring first sale 
prices of domestic crude oil. 

As a result of FEA's consideration of 
the comments submitted in response to 
the April 13 Notice, the attached form 
has been revised so as no longer to re¬ 
quire a purchaser to report first sale data 
on a property-by-property basis. Instead, 
under the revised form, purchasers will 
be required to report such data on a 
firm-by-firm basis. In addition, the at¬ 
tached form as revised w r ould not require 
firms which purchase less than 150,000 
barrels of crude oil per year to report. 

Prior to the Issuance of the form, how¬ 
ever, FEA will provide a final opportunity 
for interested parties to comment on the 
form and instructions as revised. Inter¬ 
ested persons are invited to submit com¬ 
ments with respect to the attached^Re- 
port Form FEA P124-M-1 and Instruc¬ 
tions. Such comments should be mailed 
or delivered to the General Accounting 
Office, Mr. John M. Love lady. Acting As¬ 
sistant Director. Regulatory Reports Re¬ 
view', Room 5216, 425 I Street. NW.. 
Washington. D.C. 20548. All comments 
received by Monday. November 15. 1976, 
before 4:30 p.m., wrtll be considered by 
the FEA before final action is taken on 
the form and instructions. 

(Emergency Petroleum Allocation Act of 
1973, Pub. L. 93-159. as amended. Pub. L. 
93-611, Pub. L. 94-99, Pub. L. 94-163. and 
Pub. L. 94-385: Federal Energy Administra¬ 
tion Act of 1974. Pub. L. 93 -275, as amended. 
Pub. L. 94-385: Energy Policy and Conser¬ 
vation Act. Pub. L. 94-163, as amended. Pub. 
L. 94-385; E.O. 11790, 39 FR 23185.) 

In consideration of the foregoing, pro¬ 
posed Form FEA P124-M-1, as set forth 
below, is issued for comments. 

Dated: October 29, 1976. 

Michael F. Butler, 
General Counsel, 
Federal Energy Administration, 
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Domestic Crude Oil Purchaser's Report 
FEA P124-M-1 
INSTRUCTIONS 

I. Purpose. Form FEA P124-M-1 provides 
the means by which firms report Information 
required to implement the pricing policy for 
domestic crude oil contained in Section 401 
of the Energy Policy and Conservation Act 
(Pub. L. 94-163). and the Energy Conserva¬ 
tion and Production Act (Pub. L. 94-385). 
Specifically. It will provide the data necessary 
for FEA to execute its role In monitoring and 
enforcing the weighted average first sale price 
(“composite price") of domestic crude oU 
and to make adjustments and sanctions as 
deemed necessary. 

II. Who Must Submit. Any firm which ob¬ 
tains ownership of domestic crude oil 
through purchase or other exchange must 
file Form FEA P124-M-1 with the Federal 
Energy Administration. There are two classes 
of firms defined far purposes of submitting 
the form: 

(1) Firms which purchase less than 
150,000 barrels of domestic crude oil per 
calendar year. 

(2) Firms which purchase 150,000 barrels 
or more of domesltc crude oil per calendar 
year. 

Firms which purchase less than 150.000 
barrels of domestic crude oil per calendar 
year are only required to file Schedule A of 
the Form FEA P124-M-1. In this case. Sched¬ 
ule A of the form need only be filed once 
with the FEA. However, if the firm later pur¬ 
chases 150,000 barrels or more of domestic 
crude in any one calendar year. It must 
notify the FEA Domestic Crude Purchaser 
Coordinator at the address specified In Sec¬ 
tion III of these Instructions. 

Firms which purchase 150.000 barrels or 
more of domestic crude oil In any one calen¬ 
dar year must submit the form every month. 

III. Where to Submit. A purchaser of 
domestic crude oil must submit Form FEA- 
P124-M-1 and its schedules as well as any 
attachment which may be required to: The 
Federal Energy Administration. Domestic 
Crude Oil Price Program. Code 2891, 2000 M 
Street. N.W.. Washington. D.C. 20461. 

IV. When to Submit. A. Firms required to 
submit Form FEA-P124-M-1 monthly, must 
submit Schedules A, B, C and D no later than 
the 15th day of the second month foliowring 
the reporting period. (See Section VI. for the 
definition of "Reporting Period”). For exam¬ 
ple. data for the month of September must 
be postmarked no later than November 15. 
Schedule E submissions are filed quarterly 
and Schedule F submissions are filed on a 
one time basis. Schedule E data for the 
months of October. November and December 
must be postmarked no later than Febru¬ 
ary 15. while data on Schedule F must be 
filed within 45 days of the Issuance of the 
Form P124-M-1. 

B. Firms required to make only a single 
submission of schedule A. must do so with¬ 
in 30 days of receipt of the Form FEA-P124- 
M-l. 

V. Records Maintenance Requirements. 
Purchasers must maintain In their files, for 
four years, records supporting the data re¬ 
ported In their monthly submissions. These 
records shall be sufficiently complete to dem¬ 
onstrate the methodology, adjustments, and 
data used to calculate the various prices and 
quantity data. Such records should Include: 

Run tickets (or recorded run ticket data); 

Allocation schedules; 

Price bulletins; 

Contracts; 

Related Information; and 

Certifications. 

Such records shall be made available, on 
request, to the FEA Administrator or his 
designee. 


FEDERAL REGISTER, VOL 41, NO. 216—MONDAY, NOVEMBER 8, 1976 





49114 


PROPOSED RULES 


VI. Basis for Reporting. The FEA P124-M- 
1 Is to be filed based upon the accounting 
system of the firm, historically and con¬ 
sistently applied for domestic crude oil pur¬ 
chases and sales. Because of the wide range 
of accounting practices and procedures used 
there Is no concise and all-inclusive method 
of accounting that you will be required to 
apply. Each firm Is to use their historical 
accounting procedures. 

The historical method of accounting for 
purchases of crude oil causes the accounting 
records of a firm to be closed at a particular 
time each month. Only that Information 
available at that time and recorded In the 
firm's accounting records (“Booked ”) Is to 
be included in that reporting period. This 
Information must Include prior period ad¬ 
justments “booked”' In the reporting month. 

Note. —If each firm uses their accounting 
system consistently throughout the price 
program, there will be no effect of different 
accounting procedures on the national 
weighted average price. 

VII. Definitions. A. Additions. All acquisi¬ 
tion of crude oil Including but not limited 
to first purchases. Naval Petroleum Reserve 
Purchases, Exchange Additions and* Buy/ 
Sell additions. 

B. Crude oil. A mixture of hydrocarbons 
that existed in liquid phase In underground 
reservoirs and remains liquid at atmospheric 
pressure after passing through surface sep¬ 
arating facilities. Crude oil includes con¬ 
densate recovered in associated or non-as¬ 
sociate d production by mechanical separa¬ 
tors, whether located on the lease, at cen¬ 
tral-field facilities, or at the inlet side of a 
gas processing plant. 

C. Domestic crude oil. Crude oil produced 
in the United States or from the outer con¬ 
tinental shelf. 

D. Exchange of crude oil. Any exchange of 
domestic crude oil in which volume, price, 
quality, and location differentials are given 
effect in the calculation of the exchange 
ratio, or In any matching purchase and sale 
transaction which has the same effect as 
such an exchange. Any volumes of domestic 
crude oil delivered pursuant to any such ex¬ 
change or transaction shall be considered 
as having been transferred by the entity that 
has exchanged away or sold such volume, 
regardless of the volume of crude oil re¬ 
ceived or purchased by that firm in such an 
exchange or transaction. 

E. Firm. Any association, company, cor¬ 
poration, estate. Individual, joint venture, 
partnership, or sole proprietorship or any 
other entity however organized including 
charitable, educational, or other eleemo¬ 
synary Institutions (l.e. a corporation orga¬ 
nized for charitable purposes), and the Fed¬ 
eral government. Including corporations, de¬ 
partments. Federal agencies and other in¬ 
strumentalities, and state and local govern¬ 
ments. 

F. First purchaser. The person or firm who 
receives the first transfer for value by the 
producer or royalty owner. First purchasers 
receive the Certification of first sale as re¬ 
quired In i 212.131(a) of the Federal Energy 
Administration regulations. 

Q. First sale. The first transfer for value 
by the producer or royalty owner. With re¬ 
spect to transfers between affiliated entitles, 
the "first sale" shall be imputed to occur as 
if In arms length transactions. 

H. Inventory. The amount of crude oil upon 
which title Is held by the reporting company, 
including inventory in transit. 

I. New crude oil (upper-tier). The total 
number of barrels of domestic crude oil pro¬ 


duced and sold in a specific month from a 
property, less (A) the property’s base pro¬ 
duction control level for that month and less 
(B) the property’s current cumulative de¬ 
ficiency since February 1, 1976. 

J. Old crude oil (lower-tier). The total 
number of barrels of crude oil produced and 
sold from a property in a specific month, less 
the total number of barrels of new crude 
oil for that property in that month. 

K. Parent and its consolidated entities. A 
parent and those firms, if any, directly or 
indirectly controlled by the parent which are 
controlled by the parent for purposes of 
financial statements prepared in accordance 
with generally accepted accounting prin¬ 
ciples. An individual shall be deemed to con¬ 
trol a firm which is directly or indirectly con¬ 
trolled by him or by his father, mother, 
spouse, children or grandchildren. 

L. Property. "Property" means the right to 
produce domestic crude oil, which arises from 
a lease or from a fee Interest. A producer 
may treat as a separate property each sep¬ 
arate and distinct producing reservoir sub¬ 
ject to the same right to produce crude oil, 
provided that such reservoir is recognized by 
the appropriate governmental regulatory au¬ 
thority as a producing formation that is 
separate and distinct from, and not in com¬ 
munication with, any other producing 
formation. 

M. Reduction. The exchange or transfer of 
crude oil for money or its equivalent Includ¬ 
ing but not limited to sales, exchange reduc¬ 
tions and Buy/Sell reductions. 

N. Reporting period. A calendar month for 
which data Is being submitted. It begins at 
12:01 A.M. on the first day of the month and 
ends at midnight on the last day of that 
month local time. 

O. Stripper well crude oil. Crude oil pro¬ 
duced and sold from a property whose aver¬ 
age daily production per well did not exceed 
ten barrels per day during any preceding 
consecutive 12 month period beginning after 
December 31, 1972. 

P. Unconsolidated entity. A firm directly or 
indirectly controlled by a parent but not 
consolidated with the parent for purposes of 
financial statements prepared in accordance 
with generally accepted accounting prin¬ 
ciples. An unconsolidated entity includes any 
firm consolidated with the unconsolidated 
entity for purposes of financial statements 
prepared in accordance with generally ac- 
cepWd accounting principles. An individual 
shall be deemed to control a firm which is 
directly or indirectly controlled by him or 
by his father, mother, spouse, children or 
grandchildren. 

VIII. Instructions for Schedule A. Part I — 
Company identification. Item I.—Reporting 
period. Enter the numeric codes for year and 
month of the reporting period. For example, 
enter 7602 for April 1976. 

Item 2.—Report coverage indicator. Check 
(a) if this report applies to the parent firm 
or to a consolidated entity. Check (b) if this 
report applies to an unconsolidated entity. 

Item 3.—Parent name and EIN. Enter the 
name and EIN number of the parent firm if 
an unconsolidated entity is filing this form. 

Item 4.—EIN number. Enter the Internal 
Revenue Service (IRS) Employer Identifica¬ 
tion Number of the reporting firm. If the 
firm does not have an EIN number the re¬ 
porting firm must contact its nearest IRS 
office and obtain one. 

Item 5.—FEA identification number. Enter 
the FEA identification number of the firm 
for which this report Is being submitted. This 
number will be assigned by the FEA to each 
purchaser. 

Item 6.—Revised report indicator. Enter a 
check mark in the box if the report submitted 
is a revision to a report submitted for a pre¬ 


vious reporting period. If this is an original 
report leave the box blank. 

Item 7.—Firm name. Enter the name of 
the firm for which this report is being sub¬ 
mitted. 

Item 8.—Address change indicator. Place 
a check mark in the box provided if the 
name and/or address of the reporting firm 
has changed since the last report. 

Item 9. — Street/box/RFD. Enter the street/ 
box/RFD of the firm name referred to In 
Item 7. 

Item 10. — City. Enter the name of the city 
for the location of the firm referred to in 
Item 7. 

Item 11. — State. Enter the state code for 
the location of the firm referred to in Item 
7. Refer to Appendix A for the proper state 
code. 

Item 12. — Zip code. Enter the Zip Code of 
the firm referred to in Item 7. 

Item 13. — Contact person. Enter the name 
of the person whom FEA may contact con¬ 
cerning this form. 

Item 14. —Title. Enter the title of the con¬ 
tact person. 

Item. 15. —Telephone number. Enter the 
telephone, Including area code of the contact 
person. 

Item 16. — Type of reporter. Cheek the ap¬ 
propriate box to signify (a) That you are a 
first purchaser of crude oil and buy domes¬ 
tic crude oil at or near the lease, (b) Buy 
domestic crude oil but not as a first pur¬ 
chaser or (c) Do not purchase any domestic 
crude oil. 

Item 17.—Type of report. Check the appro¬ 
priate box to signify the type of report being 
filed: (a) A full report, all required sched¬ 
ules are reported, (b) A negative report, the 
firm did not make a first purchase of crude 
oil this reporting period or (c) The firm did 
not purchase domestic crude oil within the 
last 12 months, or it purchased less than 
150,000 barrels of domestic crude oil a year 
and thus only has to file Schedule A of this 
form once. 

Part II. Certification. This form must be 
certified by the chief executive officer of the 
reporting firm, or such executive officer as 
authorized by the chief executive officer to 
sign for him for this purpose. In the latter 
case the reporting firm must file with FEA a 
letter of authorization signed by the Chief 
Executive Officer which identifies other offi¬ 
cials authorized to certify forms for the firm. 
A sample format for this letter is available 
from FEA Regional Offices. 

VII. Instructions for Schedule B — Sum¬ 
mary of Transactions. Schedule B must be 
submitted each month in which there Is one 
or more transactions involving domestic 
crude oil. Schedule B Is a summary of the 
Volume and price data itemized on Schedules 
C and D. In addition to summarizing all 
additions and reductions, beginning and end¬ 
ing inventories must also be reported. 

Item A.—Reporting period. Enter the nu¬ 
meric codes for year and month of the re¬ 
porting period. For exampler7604 for April 
1976. 

Item B.—Revised report indicator. Enter a 
check mark in the box if the report sub¬ 
mitted is a revision. Leave the box blank u 
this Is an original report. Note: One line oi 
data or the entire schedule may be sub¬ 
mitted to change a previously submitted re¬ 
port. However, the entire line of data mus* 
be entered for each line that Is to be rCV * 8e< *- 
For example, If the volume of crude oil on 
line 220, First Purchaser-Stripper is to oe 
changed, the Total Volume, Weighted Aver¬ 
age Price Paid and Total Amount Paid must 
be filled In and resubmitted. In some cases 
a change in one line will necessitate a c “ aI }° 
in another line, the following table contains 
a list of lines that fall Into this category: 
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Line Changed: Other Line(s) Affected 

100_ 600 

200_ 390, 500 

210. 390, 500 

220_ 390, 500 

300_ 390, 500 

310. 390, 500 

390_ 500 

420. 490. 500 

490. 500 

500 _ There must be a change In 

a preceding line unless it 
was an arithmetical er¬ 
ror. 

Item C.—EIN number. Enter the IRS Em¬ 
ployer Identification Number of the report¬ 
ing firm. 

Item D.—FEA identification number. Enter 
the FEA identification number of the firm 
for which this report Is being submitted. 
This number will be assigned by the FEA to 
each purchaser. 

Item E.—Firm name. Enter the name of 
the firm for which this report Is being sub¬ 
mitted. 

Item F.—Submission date. Enter the year, 
month and day that this report was sub¬ 
mitted. For example, April 15. 1976 would 
be entered as 760415. 

Item O.—Summary of transactions. Enter 
the volume in barrels, the weighted average 
price (In U.S. dollars and cents rounded to 
the nearest whole cent) and the total price 
paid for each of the Domestic Crude Oil 
transaction types listed In column (02). An 
entry must be made for each transaction 
type. If a firm had no transactions for one or 
more of the following transaction codes (200, 
210. 220, 300, 310, 390, 400 , 420, 490), then 
zeros (0) must be entered in all three col¬ 
umns for the appropriate code(s). 

All respondents must have entries In 
Transactions Codes 100-Beginning Inventory, 
and 500-Ending Inventory. The Beginning 
Inventory (100) for a particular reporting 
period must be the same as the Ending In¬ 
ventory for the previous reporting period. 

Schedules B’s may be checked In the fol¬ 
lowing manner to make sure that the data 
submitted are correct: 

(100 —Beginning Inventory) -f(390—Total 
Additions) —(490 —Total Reductions) «= 
(500 —Ending Inventory). It is suggested 
that the person completing the form perform 
this calculation on a monthly basis. 

Item Gl . — Transaction code instructions, 
too Beginning inventory. Enter the volume 
weighted average price paid and the total 
price paid for domestic crude oil in Inventory. 
The beginning Inventory for the reporting 
period is defined as the amount of Inventory 
held at 12:01 on the first calendar day of 
the reporting period. The beginning Inven¬ 
tory for the current reporting period should 
5® equal to the ending inventory for the 
prior reporting period. 

200. — First purchases lower-tier (old) 
crude oil. Enter the volume, weighted average 
price paid and the total price paid for all 
nrst purchases of domestic lower-tier (old) 
crude oil during the reporting period. These 
ntries should be equal to the sums of all 
respective lower-tier entries on Schedule C. 

. Purchases upper-tier (new) 
:‘ ae , Enter the volume weighted aver- 
on J? r 06 P a,d an d the total price paid for 
* “ r8t purchases of domestic upper-tier 
ThA^ crud€ oU durln B the reporting period. 
These entries should be equal to the sums 

ulo c respectlvo u PPer-tler entries on Sched- 

oii* P urch ases-stripper t cell crude 
paid volume . weighted average price 

Purch.H th .® total P rlt * P ftld ill first 
'he 8trl PP er well crude oil during 

eportlng period. These entries should be 


equal to the sums of all respective stripper 
well crude oil entries on Schedule C. 

300.—Other purchases. Enter the volume, 
weighted average price paid and the total 
price paid for all other purchases of domestic 
crude oil during the reporting period. Trans¬ 
action Code 300 (Other purchases) equals 
the sum of all Transaction Code 301 and 
302 entries (other purchases and Naval Pe¬ 
troleum Reserve, NPR, purchases respectively 
on Schedule D.) 

310.—Other additions. Enter, the volume, 
weighted average price paid and the total 
price paid for the total of all other addi¬ 
tions during the reporting period. Transac¬ 
tion Code 310 (Net Other Additional) equals 
the sum of all Transaction Code 303, 304, 
305 (Total Exchange Additions. Other Addi¬ 
tions. Buy/Sell Additions) entries on Sched¬ 
ule D. 

390.—Total additions. Enter the sum of 
the volumes and the total prices paid for 
transaction codes 200. 210, 220. 300, and 310 
(First Purchases. Other Purchases, and Net 
Other Additional) In columns G3 and 05 
respectively. Enter the quotient (weighted 
average price) obtained by dividing the sum 
of the total price paid (column G5) by the 
sum of the total volume (column G3) In 
column G4. 

400. — Sales. Enter the volume, the 
weighted average price received and the total 
price received for all sales of domestic crude 
oil during the reporting period. Transaction 
Code 400 (Sales) equals the sum of all Trans¬ 
action Codes 401 (Sales) entered on Schedule 
D. 

420.—Other reductions. Enter the volume, 
the weighted average price paid and the 
total price paid for all other reductions from 
Inventory of domestic crude oil during the 
reporting period. Transaction Code 420 
(Other Reductions) equals the sum of all 
Transaction Codes (403, 404 and 405) Total 
Exchange Reductions, Buy/Sell Reductions 
and other reductions entered on Schedule D. 
(Transaction Code 420 Is a reduction In 
Inventory.) 

490.—Total reductions. Enter the sum of 
the volume and the total price paid for trans¬ 
action codes 400 (Sales) and 420 (Other re¬ 
ductions) in columns G3 and G5 respective¬ 
ly. Enter the quotient obtained by dividing 
the sum of the total price paid (column G5) 
by the sum of the total volume (column 03) 
In column G4. 

500.—Ending inventory. Enter the volume, 
the weighted average price paid and the total 
price paid for the ending Inventory of domes¬ 
tic crude oil on the last day of the reporting 
period. Ending Inventory (Transaction Code 
600) equals Beginning Inventory (Transac¬ 
tion Code 100) plus Total Additions (Trans¬ 
action Code 390) minus Total Reductions 
(Transaction Code 490) 

vni Instructions for Schedule C—First 
Purchase by Producer. Schedule C is an item¬ 
ization of the firm’s domestic crude oil first 
purchase transactions summarized by the 
state of production. 

Item A.—Reporting period. Enter the nu¬ 
meric codes for the year and the month of 
the reporting period. For example, If this 
report covers the purchases you booked dur¬ 
ing April of 1976. enter 7604. 

Item B.—Revised report indicator. Enter 
a check mark In the box If the report sub¬ 
mitted Is a revision to a report submitted 
for a previous reporting period. If this is an 
original rexx>rt leave the box blank. Note: 
One line of data or the entire schedule may 
be submitted to change a previously submit¬ 
ted reoort. However the entire line of data 
must be entered for each line that Is to be 
revised. 

Item C .— EIN number. Enter the IRS Em¬ 
ployer Identification Number of the report¬ 
ing firm. 


Item D.—FEA identification number. Enter 
the FEA identification number of the firm for 
which this report is being submitted. This 
number will be assigned by the FEA to each 
purchaser.' 

Item E.—Submission date. Enter the nu¬ 
meric codes for the year, month, and day 
that this report was submitted. For example, 
If you completed Schedule C for transactions 
occurring during April 1976 on June 10. 1976, 
enter: 


7 6 0 6 1 0 


y y t\ re dd 

Item F.—Firm name. Enter the name of 
the reporting firm. 

Item G.—First purchases-State production 
summary. Columns Ol thru G6 must be 
completed for each state In which crude oil 
obtained as a first purchase was produced. 
Each state must be identified and reported 
on a separate line. 

Item Gl.—State of production. Enter the 
state (or offshore) code for the state (or 
offshore) in which the oil was produced. See 
Appendix A for the code to be used. 

Item G2.—Volume of lower-tier (old) oil. 
Enter the volume of first purchases of Lower 
Tier (Old) Crude Oil in whole 42 gallon 
barrels. 

Item G3.—Price paid for lower tier (old) 
crude oil. Enter the total price paid in whole 
U.8. dollars for the Volume of crude oil 
reported In Item G2. 

Item G4.—Volume of upper-tier (new) 
crude oil. Enter the volume of First Pur¬ 
chases of Upper-Tier Crude Oil in whole 43 
gallon barrels. 

Item G5.—Price paid for upper-tier (new) 
crude oil. Enter the price paid in whole U.8. 
dollars for the volume of crude oil reported 
in Item 04. 

Item G6.—Volume of stripper crude oil. 
Enter the first purchases of Stripper crude 
oil In whole 42 gallon barrels. 

Item G7.—Price paid for stripper oiL 
Enter the price paid in whole U S. dollar* 
for the volume of crude oil reported In Item 
06. 

Item G8.—Total volume. Enter the Total 
Volume of First Purchases of Lower-Tier, 
Upper-Tier, and Strioper Crude Oil in whole 
42 gallon barrels. The total volume is the 
sum of the volumes entered in columns 02, 
04, and G6. 

Item G9.—Total price paid. Enter the total 
price paid In whole U.8. dollars for the vol¬ 
ume reported In Item 08. The total price 
paid is the sum of the prices entered In col¬ 
umns 03. Q5. and 07. 

IX. — Instructions for Schedule D — other 
Purchases. Additions. Sales. Exchange Reduc¬ 
tions. The purpose of this schedule is to 
record all additions and reductions to the 
domestic crude oil inventory of a reporting 
firm other than the first purchases shown 
separately on Schedule C. Each line repre¬ 
sents an Individual firm for an Individual 
type of transaction for a given reporting 
period. 

Item A. — Reporting period. Enter the nu¬ 
meric codes for the year and month of the 
reporting period. For example, for the month 
of April 1976 enter: 7604. 

Item C. — Revised report indicator. Enter a 
check mark in the box provided if the report 
submitted is a revision to a report submitted 
for a previous reporting period. Leave the 
box blank If this is an original report. If this 
is a revised report enter only those lines 
containing new or revised data. All items of 
data (columns Ol through Oil) must be 
entered for each revised line. 

Item C.—EIN number. Enter the IRS Em¬ 
ployer Identification Number of the report¬ 
ing firm. 
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Item D.—FEA identification number. 
Enter the FEA identification number of the 
firm for which this report is being submitted. 
This number will be assigned by the FEA 
to each purchaser. 

Item E.—(Submission date). Enter the 
numeric codes for year, month and day that 
this report was submitted. For example. 
April 20. 1976 would be entered: 


7 6 0 4 2 0 


y y I n d d 

Item F.—Firm name. Enter the name of 
the firm. 

Item G.— Other purchases, additions, sales 
and reductions. Each line represents the sum 
of each type of business transaction with a 
firm. For example, if three (3) different 
types of transactions are conducted with a 
firm, three separate line entries are required, 
one for each type of transaction. However, 
if five (5) transactions of the same type are 
conducted with the same firm only one line 
entry is required for that type of transaction. 

Item Gl.—Transaction code. Enter the ap¬ 
propriate Transaction Code from the list be¬ 
low for each type of transaction that occur¬ 
red during the reporting period. 

301. —other purchases. Purchases which 
are other than first purchases of domestic 
crude oil which occurred during the report¬ 
ing period. 

302. —Naval petroleum reserve purchases. 
First purchases of price exempt Naval 
Petroleum Reserve crude oil during the re¬ 
porting period. 

303—Total exchange additions. All do¬ 
mestic crude oil obtained through exchange 
during the reporting period. Do not net out 
exchanges with other companies Report 
the actual volume additions received through 
exchange agreements. 

304 —Buy 'sell additions All purchases 
of domestic crude oil mads under the FEA 
Buy/Sell Program (Mandatory Allocation 
Program)—Ref. 211.65 10 CFR during the re¬ 
porting period. 

305.—Other additions. All other addi¬ 
tions of domestic crude oil for the reporting 
period. Do not include purchases or addi¬ 
tions already reported under transaction 
codes 301. 302. 303, and 304. 

401. — Sales. All sales of domestic crude oil 
(excluding “first sales”, as defined In these 
instructions, and sell transactions under the 
FEA Buy/Sell program) for the reporting 
period. 

403. — Total exchange reductions. All do¬ 
mestic crude oil given up in exchange during 
the reporting period. Do Not net out ex¬ 
changes with other companies; report the 
actual volume reductions of domestic crude 
oil given up under exchange agreements. 

404. — Buy/sell reductions. Bales of domes¬ 
tic crude oil made under the FEA Buy/Sell 
program (Mandatory Allocation Program Ref. 
211.65, 10 (CFR) during the reporting period. 

405. —Other reductions. All other reduc¬ 
tions in domestic crude oil including crude 
runs to stills. Exclude all transactions re¬ 
ported under Transaction Codes 401, 403 and 
404. 

Item G2.—Firm name. Enter the name of 
the purchaser, seller, or exchange partner. 

Item G3. — FEA control number. Enter the 
FEA control number of the Purchaser/Seller. 
Appendix B of these Instructions provide a 
list of FEA Control Numbers. If the number 
is not contained in Appendix B enter 90999. 

Item G4.—Volume of lower-tier (Old) 
crude oil. Enter the volume of first purchases 
of Lower-Tier (Old) Crude Oil in whole 42 
gallon barrels. 

Item GS.—Price paid for lower-tier (Old) 
crude oil. Enter the price paid In whole U.S. 
dollars for the Volume of crude oil reported 
In Item G4. 


Item G5.—Volume of upper-tier (new) 

(crude oil). Enter the volume of first pur¬ 
chases of Upper-Tier (New) Crude Oil. Enter 
whole 42 gallon barrels. 

Item G7.—Price paid for upper-tier (new) 
crude oil. Enter the price paid in whole U.S. 
dollars for the Volume of crude oil reported 
in Item G6. 

Item G8.—Volume of stripper crude oil. 
Enter the volume of first purchases of Strip¬ 
per Crude Oil in whole 42 gallon barrels. 

Item G9.—Price paid for stripper crude oil. 
Enter the price paid in whole U.S. dollars for 
the volume of crude oil reported in Item 08. 

Item GI0.—Total volume. Enter the Total 
First Purchases of Lower-Tier, Upper-Tier, 
and Stripper Crude Oil In whole 42 gallon 
barrels. 

Item GU.—Total price paid. Enter the 
price paid In whole U.S. dollars for the vol¬ 
ume reported in Item G10. 

VIII. Instructions for schedule E—first 
purchase by producer. Schedule E Is an Item¬ 
ization of all firms domestic crude oil first 
purchase transactions by producer. This 
schedule Is to be submitted quarterly and 
will contain monthly data for each month in 
that quarter. 

Item A.—Reporting period. Enter the nu¬ 
meric codes for the year and quarter of the 
reporting quarter. Enter the reporting pe¬ 
riods as indicated below: 

Code 


4th quarter. 1976_ 7604 

1st quarter, 1977- 7701 

2d quarter, 1977_ 7702 

3d quarter. 1977- 7703 

4th quarter. 1977- 7704 

1st quarter. 1978_ 7801 

2d quarter. 1978—. 7802 

3d quarter. 1978—. :. 7803 

4th quarter, 1978. 7804 

1st quarter 1979- 7901 

2d quarter. 1979..-.- 7902 


Item B.—Revised report indicator. Enter 
a check mark in the box if the report sub¬ 
mitted is a revision to a report submitted for 
a previous reporting period. If this is an 
original report leave the box blank. Note: 
One line of data or the entire schedule may 
be submitted to change a previously submit¬ 
ted report. However the entire line of data 
must be entered for each line that Is to be 
revised. 

Item C.—EIN number. Enter the IRS Em¬ 
ployer Identification Number of the report¬ 
ing firm. 

Item D.—FEA identification number. Enter 
the FEA Identification number of the firm 
for which this repojt is being submitted. 
This number will be assigned by the FEA 
to each purchaser. 

Item E —-Submission date. Enter the nu¬ 
meric codes for the year, month, and day that 
this report was submitted. For example, If 
you completed Schedule E for transactions 
occurring during the quarter ending Decem¬ 
ber 31, 1976 on February 15. 1977 enter: 


7 7 0 2 1 5 


y | y | w I m | d 1 d 

Item F—Firm name. Enter the name of 
the reporting firm. 

Item G. — Producer/operator production 
summary. 

Items Gl through G12 must be completed 
for eacn producer of crude oil and/or opera¬ 
tor of crude oil properties or commingling 
facility from whom domestic crude oil is 
purchased for each month during the quar¬ 
ter. Each producer must be identified and 
reported on a separate line, grouped by state 
of purchase for each month during the quar¬ 
ter. Do not enter the names of producer/ 


operators from 

whom 

“only stripper 

crude 

oil was purchased.” 



Item Gl.—Month of purchase. Enter the 
numeric code of the month for the quarter 
that items G2 through G12 are being entered 

for, as follows: 




Month 

Code 

Month 

Code 

January__ 

- 01 

July .. 

— 07 

February __ 

_ 02 

August_ 

-- 08 

March _ 

_ 03 

September_ 

-- 09 

April _ _ .. 

- 04 

October _ 

— 10 

May __ 

_ 05 

November _. _ 

— 11 

June __ _ 

. 06 

December .. _ 

— 12 


Item G2.—State of production. Enter the 
state or offshore code for the area from which 
the crude oil was produced. See Appendix A 
for the proper state and offshore codes to be 
used. 

Item G3.—Name of producer /operator. En¬ 
ter the name of the producer of crude oil, 
operator of crude oil leases, or facility for 
which the transaction information is pro¬ 
vided. The name provided must be spelled 
identical to the name provided in schedule 
F 

Item G4.—FEA control number. Enter the 
FEA control number of the producer Ap¬ 
pendix B of these instructions provides a 
list of FEA Control Numbers. If the number 
is not contained in Attachment B enter 
99999. 


Item G5. — Volume of lower-tier ( old) 
crude oil. Enter the volume of first purchases 
of lower-tier (Old) Crude Oil in whole 42 
gallon barrels. 

Item G6.—Price paid for lower-tier (old) 
crude oil. Enter the price paid in whole U S 
dollars for the volume of lower-tier crude oil 
reported in Item G5. 

Item G7.—Volume of upper-tier (neu>) 
crude oil. Enter the volume of first purchases 
of upper-tier (New) Crude Oil in whole 42 
gallon barrels. 

Item G8. — Price paid for upper-tier (neuj 
crude otl. Enter the price paid in whole U S. 
dollars for the volume of upper-tier crude 
oil* reported in Item G7. 

Item G9.—Volume of stripper crude oil. 
Enter the volume of first purchases of strip¬ 
per crude oil in whole 42 gallon barrels 

Item G10—Price paid for stripper crude 
oil. Enter the price paid in whole U.S. dollars 
for the volume of stripper crude oil reported 
in Item G9. 

Item Gil.—Total volume Enter the Total 
Volume of First Purchases of Lower -Tier. 
Upper-Tier and Stripper Crude Oil in whole 
42 gallon barrels. The total volume is the 
sum of the volumes entered in columns G5. 
G7. and G9. 


Item G12. — Total price paid. Enter the to- 
al price paid in whole U.S. dollars for the 
otal volume of crude oil reported in Ite® 
311 The total price paid is the sum oftne 
prices entered in columns G6. G8, and Gio 
Instructions for schedule F producer <’oper- 
tor identification. Schedule F must be t bed 
m a one-time basis giving the names an 
.ddresses as well as other administrative in- 
ormation on each producer and/or °P* rav °* 
hat your firm purchases domestic crude 
rom on a first purchase basis. 

Item A. — Submission date. Enter the nu- 
neric codes for the year, month, and aay 
hat this report was submitted. For exa ^P ‘2 
f you completed Schedule F on December i. 



Item B.—Revised report indicat ^- r ^u! 
check mark in the box if the rep0 /. tted 
itted is a revision to' a report submlttea 
»r a previous reporting period. “ * . 

X original report leave the box hi****. v 
ne line of data or the entire schedule may 
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bo submitted to change a previously submit¬ 
ted report. However the entire line of data 
must be entered for each line that is to be 

revised. 

Item C.—BIN number. Enter the IRS Em¬ 
ployer Identification Number of the report¬ 
ing firm.' 

Item D.—FEA identification number. En¬ 
ter the PEA identification number of the firm 
for which this report Is being submitted. This 
number will be assigned by the PEA to each 

purchaser. 

Item E.—Firm name. Enter the name of 
the reporting firm. 

Item F. — Producer/operator administrative 
information. The following information Is to 
be submitted on a one time basis. Individual 
addresses must be updated when you pur¬ 
chase from additional producers and/or 
there is a change in the information pre¬ 
viously submitted. The information is to be 
provided for all producers including stripper 
well producers. 

Item 1.—FEA producer control No. Enter 
the FEA Producers Control Number provided 
In Appendix B. If a firm’s name is not listed 
in Appendix B and is only a stripper oil pro¬ 
ducer, enter 99999 in the Control No. If the 
producer Is other than a stripper oil pro¬ 
ducer leave blank, and FEA will assign a 
Number. 


Item 2.—Producer name. Enter the name 
of the firm from whom you purchase crude 

oil. 

Item 3. — Address-street/box. Enter the 
Street/Box or RFD of the Firm Name re¬ 
ferred to in Item 1. 

Item 4.—Stripper only. Enter an X if only 
stripper well oil is purchased from the Pro¬ 
duced referred to in Item 2. 

Item S. — Address — street/box {continua¬ 
tion) . Provides additional space if needed for 
street address. 

Item 6. — City. Enter the name of the city 
for the location of the firm referred to in 

Item 2. 

Item 7. — State. Enter the 8tate code for 
the location of the firm referred to in Item 2. 
Refer to Appendix A for the proper state 

code. 


Item 8.—Zip Code. Enter the Zip Code for 
the location of the firm referred to in Item 2. 

Item 9 .— Subsidiary. Check yes or no to 
signify if the firm referred to in item 1 is a 
subsidiary of the firm referred to in Item E. 

Item 10.—Number of properties purchased 
from. Enter the total number of properties 
from which you were the first purchaser of 
crude oil and received a certification as re¬ 
quired in Title 10 CFR 212.131 by the firm 
named in Item 2. 

item 11 . —" Number of properties you fur¬ 
nish production accounting.” Enter the 
number of properties in Item 11 for which 
you provide production accounting, l.e., for 
which you provide and determine the BPCL 
or the upper and lower tier production. 


Appendix A— State Codes 


Alabama—AL 
Alaaka—AK 
Arizona—AZ 
Arkansas—AR 

California —ca 

Colorado—CO 

Connecticut— CT 
Delaware —DE 


District of 
Columbia—DO 
Florida—FL 
Georgia—OA 
Hawaii—HI 
Idaho—ID 
Illinois—IL 
Indiana—IN 
Iowa—IO 


Appendix A—State Cooes —Continued 


Appendix A— State Codes— Continued 


Kansas—KS 
Louisiana—LA 
Maine—ME 
Maryland—MD 
Massachusetts—MA 
Michigan—MI 
Minnesota—MN 
Mississippi—MS 
Missouri—MO 
Montana—MT 
Nebraska—NE 
Nevada—NV 
New Hampshire—NH 
New Jersey—NJ 
New Mexico—NM 
New York—NY 


North Carolina—NO 
North Dakota—ND 
Ohio—OH 
Oklahoma—OK 
Oregon—OR 
Pennsy 1 vanla—PA 
Rhode Island—RI 
South Carolina—SO 
South Dakota—SD 
Tennessee—TN 
Texas—TX 
Virginia—VA 
Utah—UT 
Vermont—VT 
Washington—WA 
West Virginia—WV 


Offshore Codes 

Offshore Alaska Coast, AC 
Offshore Atlantic Coast, AT 
Offshore California Coast, CC 
Offshore Gulf Coast. GC 

Appendix B 

Are under development and will be ready 
within the next 15 days. 

Appendix B 

Producer name Control number 


FEAP-124-M-1 

A 


FEDERAL ENERGY ADMINISTRATION 
CODE 2891 


WASHINGTON. D.C. 20451 


DOMESTIC CRUDE OIL PURCHASERS REPORT - SCHEDULE A ADMINISTRATIVE 


THIS REPORT IS MANDATORY UNDER PUBLIC LAWS 93-275, 93 159, 94-163 and 94-385. 


PART I - COMPANY IDENTIFICATION 


1. Reporting Period 

Thii report n 
for the following 
period: 


dm 

Y Y M M. 


2. Report Coverage Indicator 

(a) Parent or parent and I 

consolidated entitles I_I 

(b) Unconsolidated entity 


3* Parent Name and BIN 
item 2(b) is checked. 

Neme-- 


EIN 


4. EINl 


5. FEA identification Number 


d 


6. Revised Report Indicator 

□ report. Leave blank if 
this is an original report 


7. Firm Name 


8, Address Change Indicator 

□ address of firm changed 
since last report 


9. Street/Box/RFO 


10. City! 


11. State! 

m 


12. Zip Codei 


13. Contact Person/ 


14. Tide! 


15 Telephone Nurnberj 


16. Type of Reporter 


Pint Purchaser 

(b) Q Other than First Purchaser 
(e) Q Non-Purchaser 


17. Typ.ofRw. ulQF.MR.poa 

tblj [ Negative Report 


<c)| | One-Tune Report 


PART II - CERTIFICATION 


I certify that information submitted on and with this form it factually correct, complete, and in accordance 
with Federal Energy Administration Regulations (Title 10 Code of Federal Regulations) and instructions to 
Form P-124-M-1 and that neither the firm, nor any of the entities for which it is reporting, has engaged in 
exchanges, purchase and sale arrangements, or any other transaction for the purpose, or with the effect of. 
distorting the results reported herein. 


Name! 

Title 

Sgnature| 

Oate of Submission* 


Title 18. USC 1001 makes it a crime for any person knowingly and willingly to make to any Agency or 
Department of tha United States any false, fictitious or fraudulent statements as to any matter within its 
Jurisdiction. 


Company data will be treated as confidential and proprietary to the extent that it is emitted to such treat¬ 
ment under Section 14 of the Federal Energy Administration Act of 1974. 
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FEA-P-124M-1 

B 


FEDERAL ENERGY ADMINISTRATION 
CODE 2£91 
WASHINGTON, D.C. 2D461 

DOMESTIC CRUDE OIL PURCHASERS REPORT - SCHEDULE B SUMMARY OF TRANSACTIONS 


A SCHEDULE B MUST BE SUBMITTED MONTHLY BY EACH PURCHASER OF DOMESTIC 
CRUDE OIL WITHIN 45 DAYS AFTER THE CLOSE OF THE REPORTING PERIOD. 


A. Btporting Period 

This report i* for the period 


CUD 


C EIN 


Enter vour IRS Employer 
Identification Number 

E. Firm Name _ 


1111111 m 


B Revised Report Indicator 
Check here if this is a revised report. 
Leave blank if this is an original report 

D. PEA ID Number 
Enter your F EA 


□ 


Identification Number. 


m 


F. Submission Date 


YYMMOD 


n ■ Summary of Transactions 

This section must be completed in its entirely by each purchaser of domestic crude oil in accordance 
with the instructions below: 

a. All boxes must be completed. Enter a 0 (aero) in each column for each transaction code if there 
were no transactions of that particular type during the reporting penod. 

b. Total volume is to be entered in whole baneis of domestic crude oil. 

c. Weighted Average Price is to be entered in dollars and cents (rounded to the nearest whole cent). 

d. Total amount paid i» to be entered in whole U.S Dollars. 

e. The Beginning Inventory (100) for the current reporting period must be the same as the Ending 
Inventory (500) for last month. 

T. Transaction codes 200-First Purchases Lower Tier. 210 First Purchases Upper Tier and 220 First 
Purchases - Stripper entries must equal the sums of all respective schedule C entries. 

g. Transaction Code 300 • Other Purchases equals the sum of all Transaction Codes 301 and 302 on 
Schedule D. 

h. Transaction Code 310 * Net other additional equals the sum of all Transaction Codes 303, 304 
and 305 on Schedule D. 

L Transaction Code 390 equals the sum of transaction codes 200. 210,220.300 ind 310 entered 
on this Schedule B. 

J. Transaction Code -‘.00 - Sales equals the sum of all Transaction Codes 401 on Schedule D. 

k. Transaction Code 420 • Other Reductions equals the sum of all transaction codes 403,404 and 405 on Schedule D. 

L Transaction Code 490 • Total Reductions cauals the sum of Transaction Codes 400 and 420 on 
this Schedule B 

m. Transaction Code 500* Ending Inventory equals Beginning Inventory (100) plus Total Additions 
(390) minus Total Reductions (490) on this Schedu'e B. 


G1. TRANS¬ 
ACTION 
CODE 

G2. TRANSACTION TYPE 
OF DOMESTIC CRUDE OIL 

63. TOTAL VOLUME (WHOLE 
BARRELS OF DOMESTIC 
CRUDE OIL) 

64. WEIGHTED 

AVERAGE 

PRICE 

PAID 

G5. TOTAL AMOUNT PAID 
(WHOLE U.S DOLLARS) 

100 

Beginning Inventory 




200 

First Purchases • Lower Tier 
(Old) Oil 



• 

210 

First Purchases • Upper Ter 
(New) 0*1 




220 

First Purchases • Stripper 

Oil 




300 

Other Purchases 




310 

Nit Other Additional 




390 

Total Additional 




400 

Sales 




420 

Other Reductions 




490 

Total Reduction 




500 

Ending Inventory 

• 
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1 
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si 

-j: 

<1 

% 

G9 

TOTAL PRICE PAID 

(US $) 












G8 

TOTAL VOLUME 

(8BLS) 












STRIPPER OIL 

G7 

TOTAL PRICE PAID 

_(U.S. $}_ 




• 








G6 

TOTAL VOLUME 
_(BBLS]_ 












UPPER TIER (NEWIPIL 

G5 

TOTAL PRICE PAID 
_(U,§,$)._ 












G4 

TOTAL VOLUME 
(BBLS) 












LOWER TIER (OLD) OIL 

G3 

TOTAL PRICE PAID 

IU.S. $) 








• 




G2 

TOTAL VOLUME 
(BBLS) 












-fiu.il 

°5°l§i 
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G10 

TOTAL VOLUME 

(BBLS) 


- 









STRIPPER OIL 

G9 

TOTAL PRICE PAIO 

(U.S. $) 











G8 

TOTAL VOLUME 

(BBLS) 











UPPER TIER (NEW) OIL [ 

G7 

TOTAL PRICE PAID 

(U.S. $) 


1 









!! 

J s 

Ok 











LOWER TIER (OLD) OIL 

TOTAL PRICE PAID 
(U S. S) 











TOTAL VOLUME 
(BBLS) 











PURCHASER/SELLER 

G3 

CONTROL 

NO. 











G2 NAME 


\ 









G1 

TRAN.** 

ACTION 

COOL 
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TRANSACTION CODES: 301 Other Purchases 303-Total Exchange Additions 305-Other Additions 401-Sales ' 404- Buy /Sell Reductions 

302-Naval Petroleum Reserve 304-Buy/Sell Additions 403-Total Exchange Reductions 405-Other Reductions 
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FEA M24-M-0 
F 


FEDERAL ENERGY ADMINISTRATION 
CODE 2391 

WASHINGTON. D.C. 20451 Pa * - of — 


DOMESTIC CRUDE OIL PURCHASERS REPORT - SCHEDULE F PRODUCER/OPERATOR IDENTIFICATION 


A Schedule f murt be filed or* a one lime basis 'jiving the name*, addresses and other administrative 
information on each producer and/or operator that your firm purchases domestic crude o*i from 
on a first purchase basis. 


A Submission Date 

num 

Y VMM DO 

C EIN 

Enter your IRS Employer I 
Identification Number '— L 


Tm 


B. Revises! Report Indicator 
Check here it urn is a revised report. 
Leave blank if this is an original report. 
D. FEA ID Number 
Enter your FEA 
Identification Number 


□ 


H 


E. Firm Name 



| FR Doc.76-32611 Piled ll-2-76;2:34 pm) 
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NUCLEAR REGULATORY 
COMMISSION 


[ 10 CFR Part 50 ] 

LICENSING OF PRODUCTION AND 
UTILIZATION FACILITIES 


Periodic Updating of Final Safety Analysis 
Reports 


The Nuclear Regulatory Commission is 
considering the adoption of amendments 
to its regulation, “Licensing of Produc¬ 
tion and Utilization Facilities,” 10 CFR 
Part 50. which would require each appli¬ 
cant for or holder of a power reactor 
operating license which would be or was 
issued after January 1, 1963 to period¬ 
ically submit to the Commission revised 
pages for its Final Safety Analysis Report 
iFSAR) that indicate changes made in 
the facility or the procedures for its 
operation and any analyses that are af¬ 
fected by these changes. 


Paragraph 50.30(c) (2) of 10 CFR Part 
50 requires that an applicant for a con¬ 
struction permit update its application, 
as it is amended, to eliminate superseded 
information and to provide an index of 
the updated application prior to the pub¬ 
lic hearing on the application. The up¬ 
dated application includes general infor¬ 
mation, technical information including 
the Preliminary Safety Analysis Report 
(PSAR), proposed technical specifica¬ 
tions, and preliminary emergency plans. 
Currently, there is no corresponding reg¬ 
ulation requiring that an applicant for 
or holder of an operating license incor¬ 
porate revisions, changes, or amend¬ 
ments of the application or the license 
into the FSAR except where a hearing is 
held on an operating license application. 


Revision of the FSAR to reflect the 
current status of a facility's safety re¬ 
lated structures, systems and compo¬ 
nents would be of value to provide a ref¬ 
erence document for recurring safety 
analyses performed by the applicant or 
licensee and the Commission. The infor¬ 
mation included in the updating of the 
FSAR should reflect all changes which 
involve an unreviewed safety question 1 or 
technical specification change pursuant 
j;. 50 ’ 59 * addition, physical changes 
“ I* facility as described pursuant to 
150.34(b) should be included as well as 
current anaiyses which do not result in 
in?T cal chan *es to the facility if such 
pCiD^u Were Previously included in the 
T t le ° nly ty P e of information that 
taclu <ted ^ the updated 
da ^ ^at related to analyses which 
farnul resi ^ t in Physical changes to the 
whfch were not originally 
included in the FSAR 


chaSL d S2f d 111 * «>.60<a> < 2 ). “ A Propo 

to hlvoiv^n ° r e *P erlrae »t shall be deer 
It the nun re v le wed safety question 
*equen£!T^ lllty of occurrence or the o 
equipment a f cfdent or malfunction 
ev alunted . m P° rtan t to safety previot 
b? tncrea-Jrt Che 8a * ety ana lys*« renort n 

rS h L U ft polity '°r 

than anv ^ Ctlon of a dlff ® r ®ut t 
P revlou&1 y In the saf 

margin oT ^rL? / or < ll *> « 

Wy defined in the basis 

^conical specification is reduced" 


The efficiency and effectiveness of the 
review and analyses will be enhanced if 
revisions to the FSAR are issued on a 
replacement-page basis accompanied by 
a list identifying the pages in effect fol¬ 
lowing page replacement. The informa¬ 
tion to be inserted should be located in 
the FSAR in as appropriate a place as is 
possible. Maintenance of the FSAR in 
this manner will remove the need for re¬ 
peated review of outdated portions of the 
FSAR and succeeding documents related 
to the outdated portions. To avoid dupli¬ 
cative reporting, information that is in¬ 
cluded in the updated FSAR may be 
referenced in other subsequent reports 
submitted to the Commission. 

Pursuant to the Atomic Energy Act of 
1954, as amended, the Energy Reor¬ 
ganization Act of 1974, and Section 553 
of Title 5 of the United States Code, no¬ 
tice is hereby given that adoption of the 
following amendment to 10 CFR Part 50 
is contemplated. All interested persons 
who desire to submit written comments 
or suggestions for consideration in con¬ 
nection with the proposed amendment 
should send them to the Secretary of 
the Commission, U.S. Nuclear Regulatory 
Commission. Washington, D.C. 20555, 
Attention: Docketing and Service Branch 
by December 23, 1976. Copies of com¬ 
ments received on the proposed amend¬ 
ment may be examined in the Commis¬ 
sion’s Public Document Room at 1717 H 
Street, N.W.. Washington, D.C. 

Section 50.71 is amended my adding a 
new paragraph (e) to read as follows: 

§ 50.71 Maintenance of rccordH, making 

of reports. 

* * * * * 

(e) With respect to any power reactor 
licensed pursuant to the provisions of 
§ 50.22, each applicant for or holder of 
an operating license which would be or 
was issued after January 1, 1963 shall 
update periodically, as provided in 
paragraphs (e)(3) and (4) of this sec¬ 
tion, the final safety analysis report 
(FSAR) submitted in accordance with 
§ 50.30(d) to assure that the informa¬ 
tion included in the FSAR pursuant to 
§ 50.34(b) is accurate and includes a cur¬ 
rent summary and conclusions of anal¬ 
yses. resulting changes to the facility and 
facility descriptions. Summaries and 
conclusions of analyses and descriptive 
material which do not involve an unre¬ 
viewed safety question or technical 
specification change pursuant to § 50.59 
and which do not affect the correctness 
of the FSAR as written need not be in¬ 
cluded in the replacement pages. The up¬ 
dated information shall be appropriately 
located within the FSAR. 

(1) Revisions containing updated in¬ 
formation shall be submitted on a re¬ 
placement-page basis and shall be ac¬ 
companied by a list which idenifies the 
pages of the FSAR in effect following 
page replacement. One signed original 
and 12 additional copies of the required 
information shall be filed with the Direc¬ 
tor of Nuclear Reactor Regulation. U.S. 
Nuclear Regulatory Commission, Wash¬ 
ington, D.C. 20555. 


(2) The submittal shall include (i) 
A certification that either the informa¬ 
tion accurately presents changes made 
since the previous submittal or that no 
changes were made and (ii) An identifi¬ 
cation of significant changes made under 
the provisions of § 50.59 not previously 
submitted to the Commission. 

(3) The replacement pages for the 
initial revision shall be filed within 12 
months of either 2 or the date of sub¬ 
mittal of the FSAR. whichever is later, 
and shall bring the FSAR up to date as of 
a maximum of 3 months prior to the date 
of filing the revision. 

(4) Subsequent revisions shall be filed 
no less frequently than annually and 
shall reflect all changes up to a maxi¬ 
mum of 3 months prior to the date of 
filing. 

(5) Each replacement page shall In¬ 
clude both a change indicator for the 
area changed, e.g., a bold line vertically 
drawn in the margin adjacent to the por¬ 
tion actually changed, and a page change 
identification (date of change or change 
number or both). 

(Sec. 161b., Pub. Law 83-703. 68 Stat. 948, Sec. 
201. Pub. Law 93-438. 88 Stat. 1242 (42 US.C. 
2201(b). 5841).) 


Dated at Washington. D.C. this 1st day 
of November. 1976. 


For the Nuclear Regulatory Commis¬ 
sion. 


Samuel J. Chilk, 
Secretary of the Commission . 


fFR Doc.76-32614 Piled 11-5-76:8:45 ami 


FEDERAL RESERVE SYSTEM 

[ 12 CFR Part 202 ] 

|Reg. B; Docket No. R-0031J 
EQUAL CREDIT OPPORTUNITY 
Revised Proposed Rulemaking 

On July 20. 1976, the Board of Gov¬ 
ernors proposed for comment (41 FR 
29870), a revised version of its Regula¬ 
tion B, hereinafter referred to as the 
July proposal. The proposed revision of 
Regulation B was undertaken to imple¬ 
ment the 1976 Amendments to the Equal 
Credit Opportunity Act (Pub. L. 94- 
239). On August 12 and 13, 1976, the 
Board held hearings on the proposed re¬ 
vision of Regulation B. 

The original Equal Credit Oppor¬ 
tunity Act (hereinafter referred to as the 
“Act”), which went into effect on Octo¬ 
ber 28, 1975, prohibits discrimination in 
any aspect of a credit transaction on the 
basis of sex or marital status. The 1976 
Amendments to the Act were signed into 
law on March 23. 1976, and will go into 
effect on March 23, 1977. They extend 
the Act's prohibition of discrimination in 
credit to include discrimination based on 
race, color, religion, national origin, age 
(provided the applicant has the capacity 
to contract), receipt of income from a 
public assistance program and the good 
faith exercise of rights under the Con¬ 
sumer Credit Protection Act. Since the 


2 Effective date of rule. 
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Amendments make substantial changes 
in the Act, numerous changes in existing 
Regulation B were necessary. The exist¬ 
ing regulation remains in effect, how¬ 
ever, until March 23, 1977, and creditors 
are required to comply with its provi¬ 
sions until that time. 

Based on the testimony at the August 
hearings and on the comments, the 
Board has made certain changes in the 
proposed revision of Regulation B. and 
offers this proposal for public comment. 
The changes from the July proposal are 
discussed in detail below. 

Section 202.1— Authority, Scope, En¬ 
forcement, Penalties and Liabilities, 

Interpretations 

With the exceptions noted below, this 
section is substantially identical to the 
July proposal. 

Section 202.1(c) has been expanded in 
response to comments requesting that 
the penalties and liabilities imposed by 
the Act be set forth fully in the text of 
the regulation. 

The provisions relating to Board and 
staff interpretations, which appeared in 
§ 202.1(c) in the July proposal, have 
been moved to a new section, § 202.1(d). 
No change has been made in these pro¬ 
visions, except that the name, Office of 
Saver and Consumer Affairs, has been 
changed to Division of Consumer Affairs. 
Some comments asserted that § 706(e) 
of the amended Act which authorizes the 
issuance of Board and official stpff in¬ 
terpretations poses certain constitu¬ 
tional problems of excessive delegation 
of legislative authority. Congress ex¬ 
pressly provided for the issuance of such 
interpretations in the statute to meet the 
need of small creditors that have limited 
access to legal counsel. The Board be¬ 
lieves it is appropriate to implement this 
statutory language. 

Section 202.2— Definitions and Rules 
or Construction 

Section 202.2(a)—Definition of “Ac¬ 
count”. The definition is substantially 
similar to the July proposal and to the 
definition in existing Regulation B. 

Section 202.2(b)—Definition of “Act”. 
The definition is unchanged from the 
July proposal. 

Section 202.2(c)—Definition of “Ad¬ 
verse action”. The proposed definition is 
drawn from § 701 (d) (6) of the amended 
Act. Section 202.2(c)(1) describes the 
actions by a creditor which will trigger 
the requirements imposed by the Act and 
the regulation relating to notification of 
action taken, statement of reasons for 
adverse action, and the ECOA notice. 

The Board proposes to change para¬ 
graph (i) of § 202.2(c) (1) to follow more 
closely the statutory language of § 701 
(d)(6). In addition, because the com¬ 
ments revealed some confusion about this 
definition, paragraph (i) of the July pro¬ 
posal has been split into two separate 
paragraphs to describe two different situ¬ 
ations^ One situation in which adverse 
action occurs is where an applicant re¬ 
quests credit and the creditor refuses it. 
The second situation in which adverse 
action occurs is where the creditor re¬ 


jects the applicant's initial request, but 
makes a counter-offer. If the applicant 
accepts the counter-offer, no adverse ac¬ 
tion occurs. Under paragraph (ii) of this 
proposal, it is made clear that if the 
applicant does not expressly accept or use 
the credit counter-offered, adverse action 
would occur. 

Paragraph (iii) corresponds to para¬ 
graph (ii) of the July proposal and is 
unchanged except for the substitution of 
the word “classification" for “class.” 

Paragraph (iv) corresponds to para¬ 
graph (iii) of the July proposal and is 
substantially similar, although the lan¬ 
guage has been modified. 

oection 202.2<c)<2) lists the actions 
that do not constitute adverse action. 
Paragraph U> of the July proposal pro¬ 
vided that adverse action- does not occur 
if the applicant agrees to an unfavorable 
change in the terms of an account. The 
new proposal refers more specifically to 
a change in the terms of an account “ex- 
prcs .y agreed to by an applicant.” 

Paragraph (ii) provides that adverse 
action does not occur if the creditor’s 
action is taken because of inactivity, de¬ 
fault, or delinquency. The new proposal 
further provides that forbearance by a 
creditor does not constitute adverse 
action. 

Paragraph (iii) of the July proposa 1 
provided that adverse action does net 
occur if the creditor has not been mad? 
aware of the fact that the applicant 
wishes to increase a previously estab¬ 
lished credit limit. In response to public 
comment, the Board proposes certain 
modifications in paragraph (iii). As re¬ 
vised. a refusal to authorize a point of 
sale transaction that would exceed the 
applicant’s existing credit limit would not 
be adverse action if the applicant has 
been advised of the credit limit in ad¬ 
vance. 

Paragraphs (iv) and (v) are new and 
were added in response to public com¬ 
ment. They provide that a refusal to ex¬ 
tend credit because applicable law pro¬ 
hibits the creditor from extending such 
credit or because the creditor does not 
offer the type of credit requested, does 
not constitute adverse action. The latter 
provision is intended to apply, for ex¬ 
ample. in a situation where an applicant 
requests a credit card from an institution 
that does not issue credit cards. It is not 
intended to provide an exemption for re¬ 
quests for a 5% loan from a creditor 
which only makes 18% loans. 

Section 202 2id)—Definition of “Age”. 
This definition is substantially un¬ 
changed from the July proposal. It indi¬ 
cates that the amended Act’s protection 
against discrimination based on age ex¬ 
tends only to natural persons and not to 
business entities. 

Section 202.2(e)—Definition of “Appli¬ 
cant”. Tills definition is substantially un¬ 
changed from the July proposal. The 
term includes both a person who requests 
credit and a debtor. The language, “other 
than a guarantor, surety, endorser, or 
similar party” has been added to resolve 
confusion about the scope of this term. 
Requiring the signature of a guarantor 
or endorser on a discriminatory basis 


would be prohibited by proposed 5 202.7 
(d>. 

Section 202.2(f)—Definition of “ Appli- 
cation”. The definition of “application*’ 
is substantially unchanged from existing 
Regulation B and the July proposal 

With regard to the new definition of a 
“completed application for credit,*’ the 
definition remains substantially the same 
as in the July proposal. The word em¬ 
ploys” has been replaced by “considers,” 
and in place of “any necessary approvals 
by governmental agencies” the present 
draft susbtitutes the phrase “any ap¬ 
provals or reports by governmental agen¬ 
cies or other persons that are necessary 
to guarantee, insure, or provide security 
for the credit or collateral.” The phrase 
“provided the creditor has exercised such 
diligence as the circumstances require” 
has been replaced bv the phrase “pro¬ 
vided that the creditor has exercised 
reasonable diligence in obtaining the ap¬ 
provals or reports.” The Board also pro¬ 
poses to add an additional sentence to 
require that where an application is in¬ 
complete, a creditor shall make reason¬ 
able efforts to notify the applicant and to 
allow reasonable opportunity for com¬ 
pletion of the application. 

Section 202.2(g)—Definition of 
“Board”. This definition is substantially 
unchanged from the July proposal. 

Section 202.2(h)—Definition of “Con¬ 
sumer credit”. The definition is substan¬ 
tially unchanged from the July proposal. 

Section 202.2(i)—Definition of “ Con¬ 
tractually liable”. The definition is un¬ 
changed from the July proposal. 

Section 202.2(j)—Definition of “Cred¬ 
it”. This definition is unchanged from 
the July proposal. 

Section 202 200—Definition of “Cred¬ 
it card”. This definition is unchanged 
from the July proposal. 

Section 202 2d)—Definition of “Cred¬ 
itor”. This definition is substantially 
similar to the July proposal. 

Section 202.2(m)—Definition of “Cred¬ 
it transaction”. The Board proposes to 
delete the phrase “solicitation of pro¬ 
spective applicants by advertising or 
other means.” Discriminatory advertis¬ 
ing practices would be subject to § 20- 5 
<a» of the amended proposal, which pro¬ 
hibits discouraging of applications. 

Section 202.2(n)— Definition of “Dis¬ 
criminate against an applicant”. Tms 
definition is unchanged from the July 
proposal and is substantially similar to 
the definition in existing Regulation * 
The July proposal deleted the phrase on 
the basis of sex or marital status . iu m 
though some comments suggested adam* 
the words “on a prohibited basis. tn 
Board believes such language is n°* 
needed in the definition since the sud- 
stantive provisions of the regulation fe- 
fer to discrimination “on a prohibit 0 


is. 

ection 202.2to)—Definition of"tn- 
cally derived credit system”. This 
ion is substantially unchanged fr 
July proposal. It implements § ”01 
of the amended Act. The P r01 ** n 
nition describes in § 202.2(°) <1 „ 

ipirically derived credit system, 
h a system is defined as a cr 
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scoring system that evaluates, on the 
basis of a numerical score, an appli¬ 
cant’s probable willingness and financial 
ability to repay the credit requested. The 
score is based on the applicant’s answers 
to key questions which have been se¬ 
lected and weighted in accordance with 
the creditor’s experience with past ap¬ 
plicants. The system must be based on 
experience which is not outdated. The 
system may include a subjective evalua¬ 
tion of applicants as long as the deter¬ 
mination of credit-worthiness is pri¬ 
marily controlled by the empirically de¬ 
rived aspect of the system. Such a system 
may take into account information be¬ 
yond that provided on the application 
form, for example, a credit report which 
is also scored. 

Section 202.2(o> (2) of the proposed 
definition prescribes the Board’s stand¬ 
ards for a “demonstrably and statisti¬ 
cally sound” system. First, if the entire 
applicant experience of the creditor is 
not used in developing the system, the 
sample of applicants must be obtained in 
accordance with generally accepted sam¬ 
pling principles and procedures, some of 
which are enumerated. Second, the model 
development process must include the 
characteristics of rejected as well as 
accepted applicants. Third, the key 
questions and related scores must in the 
aggregate be appropriately linked to de¬ 
termining creditworthiness under ac¬ 
cepted standards of analysis, and must 
achieve a 95 percent level of statistical 
significance. Fourth, the system must be 
validated either against a holdout sample 
of past applicants if all of the creditor’s 
past applicants for the appropriate pe¬ 
riod (other than the holdout sample) 
were used in developing the system or 
against a sample of past applicants not 
used in developing the system. The sys¬ 
tem must be revalidated against subse¬ 
quent applicants of the creditor at rea¬ 
sonable intervals. The Board has not de¬ 
fined what constitutes a reasonable in¬ 
terval because such intervals may vary. 
A creditor should undertake a revalida¬ 
tion whenever any significant change oc¬ 
curs that leads that creditor to believe 
that its system may be significantly less 
predictive. Finally, a creditor must ad¬ 
just its system based upon the validation 
or revalidation results. The Board’s 
standards permit a creditor, as a matter 
of business judgment, to set the accept¬ 
ance score high or low depending upon 
its business objectives. 

'Hie Board proposes to add a new pro- 
vision. 5 202.2(o) (3), which provides that 
? c rcditor may secure either a fully 
developed credit system or credit experi¬ 
ence from which an empirical system can 
ce developed. A “borrowed” system or a 
ysiem based on borrowed information 
cV.k the standards prescribed in 

ubsections (1) and (2) above. In addi- 
a cre ^ itor adopting a borrowed sys- 
^7%° r borrowed data must valid- 

tne system against its own credit ex¬ 
perience, beginning no later than one 
year after the system is instituted. 

Action 202.2(p)—Definition of "Ex - 
IT? credit- and “Extension of credit". 

115 definition is substantially similar to 


the July proposal. The Board proposes to 
delete “and the deferral of existing 
credit, the continuing in force of a previ¬ 
ously issued credit card” as redundant. 

Section 202.2 (q)—Definition of "Good 
faith". This definition is substantially 
identical to the July proposal. 

Section 202.2 (r)—Definition of "Inad¬ 
vertent error". This definition was 
drawn from § 202.11(a) of existing Reg¬ 
ulation B, relating to mechanical errors. 
The proposed definition is substantially 
unchanged from the July proposal. 

Section 202.2(s)—Definition of "Judg¬ 
mental system of evaluating applicants". 
Except for the substitution of “evaluat¬ 
ing” for “predicting,” this proposed def¬ 
inition is the same as in the July pro¬ 
posal. The term is intended to encom¬ 
pass all systems for evaluating credit- 
worthiness other than “demonstrably 
and statistically, sound empirically de¬ 
rived credit systems.” 

Section 202.2it)—Definition of "Mar¬ 
ital status". This definition is substan¬ 
tially similar to the July proposal. The 
Board proposes to add the word “single” 
in the second sentence. 

Section 2022 <u)—Definition of "Neg¬ 
ative factor or value". Section 70Kb) (3) 
of the Act forbids the g&signing of a neg¬ 
ative factor or value to the age of an 
elderly person in the operation of a 
demonstrably and statistically sound, 
empirically derived credit system. The 
definition of “negative factor or value” is 
identical to the July proposal. 

Section 202.2(v)—Definition of “Open- 
end credit". This definition is unchanged 
from the July proposal. 

Section 202.2(w)—Definition of "Per¬ 
son". This definition is unchanged from 
the July proposal. 

Section 220.2 (x)—Definition of "Per¬ 
tinent element of creditworthiness". This 
definition is substantially similar to the 
July proposal. Section 701(b)(2) of the 
amended Act permits a creditor to in¬ 
quire about an applicant’s age or whether 
an applicant’s income derives from a 
public assistance program, if such inquiry 
is for the purpose of determining perti¬ 
nent elements of creditworthiness. The 
Board proposes to define pertinent ele¬ 
ment of creditworthiness as that infor¬ 
mation which has a manifest relation¬ 
ship to creditworthiness. 

Section 202.2 (y)—Definition of "Pro¬ 
hibited basis". This definition is substan¬ 
tially unchanged from the July proposal. 
The term is defined as those character¬ 
istics which, under the amended Act. may 
not be considered in the credit decision. 

A footnote interprets the statutory 
language of § 701(a) (1) as referring not 
only to the applicant’s race, color, reli¬ 
gion, national origin, sex, marital status, 
or age but also to such characteristics of 
other persons who may be indirectly in¬ 
volved in the transaction. 

Section 202.2 (z)—Definition of "Public 
assistance program". Section 701(a)(2) 
of the amended Act makes it unlawful 
to discriminate against an applicant “be¬ 
cause all or part of the applicant’s in¬ 
come derives from any public assistance 
program.” The proposed definition pro¬ 
vides some examples of such programs, 


but the term is not limited to the types 
of income cited. The words “Medicare 
and Medicaid” have been deleted be¬ 
cause, while these programs may offset 
certain obligations that an applicant in¬ 
curs, they do not generate additional in¬ 
come that the applicant may use to re¬ 
pay an extension of credit. 

Section 202.2 (aa)—Definition of 
"State". This definition is unchanged 
from the July proposal. 

Section 202.2 (bb)—Captions and 
catchlines. This section is intended to in¬ 
dicate the non-substantive nature of cap¬ 
tions and catchlines. It is derived from 
§ 226.2(11) of Regulation Z. 

Section 2022 (cc)— Footnotes . This 
section is new, and would give footnotes 
to the regulation the same legal effect 
as the text. 

Section 202.3 —Special Treatment for 
Certain Classes of Transactions 

The July proposal did not provide spe¬ 
cialized treatment for any class of trans¬ 
actions. Based upon the comments re¬ 
ceived, it appears appropriate to afford 
certain classes special treatment as dis¬ 
cussed below. 

Four classes of transactions are given 
special treatment in the existing Regula¬ 
tion B: incidental, business, securities 
and public utilities credit. The Board 
proposes to provide specialized treatment 
for these classes, and for one additional 
class, credit extended to governmental 
units. 

The Board proposes to continue, with¬ 
out substantial change, the treatment of 
securities and public utilities credit con¬ 
tained in existing Regulation B. 

As to incidental credit, under the ex¬ 
isting version of Regulation B. in order 
to qualify for specialized treatment, a 
transaction must satisfy the three follow¬ 
ing conditions: (1) It must not involve a 
credit card; (2) There may be no agree¬ 
ment permitting payment in more than 
four instalments; and (3) No finance 
charge, late charge or other fee may be 
imposed. The Board proposes to modify 
this third condition so that the imposi¬ 
tion of a late fee would not disqualify a 
transaction. This change is proposed in 
response to comments from institutions 
that extend “convenience credit” (e.g., 
hospitals) and impose a late fee in order 
to alleviate collection problems. 

The Board proposes to provide spe¬ 
cialized treatment for a class of transac¬ 
tions not afforded such treatment in ex¬ 
isting Regulation B, credit extended to 
governmental units. The Board is not 
aware of any allegations of credit dis¬ 
crimination in this class of transactions. 
In addition, governmental units probably 
possess sufficient bargaining power to 
overcome any discrimination that may 
exist. 

As to business credit, § 703(a) of the 
amended Act authorizes the Board to 
adopt regulations that: 

Exempt from one or more of the provisions 
of this title any class of transactions not pri¬ 
marily for personal, family, or household pur¬ 
poses, if the Board makes an express finding 
that the application of such provision or pro¬ 
visions would not contribute substantially to 
carrying out the purposes of this title. 
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The July proposal did not exempt busi¬ 
ness credit from any provision of the 
amended Act. Numerous comments urged 
the Board to provide specialized treat¬ 
ment for this class of transactions. With 
certain changes discussed below, the 
Board proposes to carry forward the spe¬ 
cialized treatment afforded business 
credit in existing Regulation B and 
exempt business credit from the corre¬ 
sponding sections of the revised Regula¬ 
tion B. The Board believes that the pro¬ 
posed specialized treatment for business 
credit will not reduce the protection af¬ 
forded applicants by the existing regula¬ 
tion. 

Under § 202.10 of the existing regula¬ 
tion, business credit transactions are sub¬ 
ject to all provisions of Regulation B ex¬ 
cept 5 202.4(c) relating to marital status 
inquiries; § 202.4(d) relating to the 
ECOA notice; §202.6 relating to the re¬ 
porting of credit information; and § 202.8 
relating to loan ceilings and finance 
charges. In addition, in a business credit 
transaction involving $100,000 or less, a 
creditor must comply with §§ 202.5(m) 
(2) and (3) and 202.9 only at the appli¬ 
cant's request. 

This proposal would exempt busi¬ 
ness credit transactions from proposed 
H 202.5(d)(1) and (3) relating to in¬ 
quiries about the applicant’s marital 
status and sex. The Board also believes 
it is appropriate to excuse business credit 
from compliance with proposed § 202.10 
regarding the reporting of credit infor¬ 
mation because by its nature, that sec¬ 
tion has little application to business 
credit. 

As noted above, under existing Regu¬ 
lation B, creditors must comply with the 
requirements to retain records and pro¬ 
vide reasons for denial only in connec¬ 
tion with applications for less than $100,- 
000 where the applicant so requests. 
Where an application involves more than 
$100,000, under existing Regulation B, 
the applicant may not invoke these pro¬ 
tections. The $100,000 cut-off was 
adopted by the Board as a means of dis¬ 
tinguishing large commercial transac¬ 
tions, where these protections are not 
likely to be needed, from smaller com¬ 
mercial transactions that may bear a re¬ 
semblance to consumer credit transac¬ 
tions. In the July proposal, the Board in¬ 
vited comment on the question of wheth¬ 
er a distinction related to the size of the 
transaction was desirable. Many com¬ 
mentators expressed doubt about the 
usefulness of a dollar cut-off on the 
ground that any such rule would be arbi¬ 
trary. In addition, there was no con¬ 
sensus about the level at which the cut¬ 
off should be set. Some commentators 
suggested that the cut-off be set as low 
as $50,000; others as high as $200,000. 
The present proposal does not make use 
of a dollar cut-off. Instead, creditors 
would be required to provide an explana¬ 
tion of adverse action and to retain rec- 
cords upon request of the applicant. Ap¬ 
plicants would have the right to invoke 
these protections regardless of the size 
of the transaction. 

The Board believes that requiring 
creditors to retain records and to pro¬ 


vide reasons for adverse action only up¬ 
on request in business credit transac¬ 
tions constitutes a reasonable balancing 
of interests. There have been relatively 
few allegations of illegal discrimination 
in connection with business credit. The 
requirements to retain records and pro¬ 
vide reasons for adverse action involve 
significant costs for creditors. The rec¬ 
ordkeeping requirement would be par¬ 
ticularly burdensome since applications 
for commercial credit typically involve a 
much greater volume of documents than 
applications for consumer credit. The 
notification of action taken is important 
in consumer credit because testimony in¬ 
dicated that in the past some creditors 
did not inform applicants of action 
taken, creating confusion and misunder¬ 
standing. The explanation of reasons for 
adverse action reveals to applicants the 
factors that are considered and enables 
them to improve their credit standing. 
The Board believes that, as a general 
rule, applicants for business credit are 
more sophisticated than applicants for 
consumer credit and, thus, there is less 
need to explain the reasons for adverse 
action. Furthermore, applications for 
business credit frequently involve per¬ 
sonal contact with the lender, or a series 
of contacts, so that the applicant is more 
likely to know the reason for the cred¬ 
itor’s adverse action without asking. 

Section 202.4 —General Rule Concern¬ 
ing Discrimination 

This section is substantially similar to 
the July proposal. The Board believes 
that many of the suggested changes in 
the scope of the general rule can best be 
handled through modifications in other 
sections of the regulation. 

Section 202.5— Rules Concerning 
Applications 

Section 202.5(a)—Discouraging awli- 
cations. Tills section is substantially 
similar to the July proposal. 

Section 202.5(b)—General rules con¬ 
cerning requests for information. Section 
202.5(b)(1) corresponds to § 202.5(a) 
of existing Regulation B. but the deletion 
of the phrase “continued ability to repay” 
underscores the fact that a creditor’s ac¬ 
cess to information is not limited to de¬ 
termining the probable continuity of an 
applicant’s income. Thus, the only bar¬ 
riers to a creditor's obtaining, as op¬ 
posed to considering, information are 
contained in proposed § 202.5. This sub¬ 
section is unchanged from the July pro¬ 
posal, except that footnote 4 has been 
expanded to make clear JLhat the subsec¬ 
tion is intended neither "to limit” nor to 
abrogate laws regarding privacy, priv¬ 
ileged information, or similar matters. 

Section 202.5(b) (2) has been modified 
to refer explicitly to the information col¬ 
lection requirements of proposed § 202.13. 
In addition, the subsection notes that a 
creditor may be required to request other 
information from applicants pursuant to 
an order of. or agreement with, a court 
or enforcement agency (including the 
Attorney General or a similar State offi¬ 
cial) in order to monitor compliance 
with the ECOA or other law, such as the 


Federal Fair Housing Act. It should be 
noted that any State law that precludes 
a creditor from requesting an applicant s 
race-national origin, sex, and marital 
status, and thus would conflict with pro¬ 
posed § 202.13, would be preempted by 
proposed § 202.11(b) (4). 

Section 202.5(b) (3) did not appear in 
the July proposal. It has been added to 
clarify the point that the information 
barriers of proposed § 202.5 may not be 
applicable if a creditor offers a special 
purpose credit program as defined in pro¬ 
posed § 202.8, 

Section 202.5(c)—Information about a 
spouse or former spouse. This section and 
the following one are specific exceptions 
to the general rule of proposed § 202.5 
(b) (1). Sections 202.5(c) (1) and (2) re¬ 
main substantially unchanged from the 
July proposal and are derived from 
§ 202.5(b) of the existing regulation. The 
only change from the July proposal is 
the division of paragraph (iii) into two 
parts: paragraph (iii) relating to reli¬ 
ance on a spouse’s income and new para¬ 
graph (iv) relating to reliance on com¬ 
munity property. The community prop¬ 
erty exception has been rewritten to 
apply when the applicant resides in a 
community property State or when the 
property upon which the applicant is re¬ 
lying to support the requested extension 
of credit is located in such a State. 

Section 202.5(c)(3) has been altered 
to permit a creditor to ask an applicant 
to list any account upon which the appli¬ 
cant is liable and to disclose the name 
and address in which such an account is 
carried. The version of this subsection in 
the July proposal limited such inquiries 
only to those accounts that an applicant 
disclosed. 

Section 202.5(d)— Information a credi¬ 
tor cannot request. While the content of 
§§ 202.5(d)(1), (3), (4). and (5) remain 
essentially unchanged from the July pro¬ 
posal, subsection (2) relating to alimony, 
child support, and separate maintenance 
has been expanded and subsection <o> 
relating to an applicant’s exercise of 
rights under the Consumer Credit Pro¬ 
tection Act has been deleted. 

Section 202.5(d)(1) restates the pro¬ 
visions of §§ 202.4(c)(1) and (2) of ex¬ 
isting Regulation B, although the lan¬ 
guage "or as required to comply with 
State law governing permissible finance 
charges or loan ceilings” was deleted in 
the July draft because proposed § 202.n 
would preempt any such State law as it 
affected married persons. 

The Board proposes to change tne 
structure of § 202.5(d)(1) to state tne 
rule relating to marital status ^unie* 
more clearly. If an applicant applies w 
an individual, unsecured account. » 
creditor may not inquire about the »P" 
plicant’s marital status unless the cc > - 
munity property exception, which na» 
been changed to conform to § 202.5 
(2)(iv), applies. In all other 
a creditor may inquire about an app 
cant’s marital status, provided that o jj 
the categories "married.” "unmarned. 
and “separated” are used. Section ~ ■ 
(d)(1) also makes clear that a^credim 
may explain that the category unn 


FEDERAL REGISTER, VOL 41, NO. 216—MONDAY, NOVEMBER 8, 1976 







PROPOSED RULES 


49127 


ried" includes single, divorced, or 
widowed persons. 

The Board proposes to substitute the 
word “individual” for “separate” in de¬ 
scribing the type of account in connec¬ 
tion with which a creditor cannot re¬ 
quest marital status information in order 
to avoid any possible confusion involv¬ 
ing the distinction under the community 
property laws between separate and com¬ 
munity property. 

Section 202.5(d)(2) replaces §§ 202.4 
(c)(3) and 202.5(d)(1) of existing Reg¬ 
ulation B relating to alimony, child sup¬ 
port, and separate maintenance. The 
first sentence remains essentially un¬ 
changed in content from the prior draft, 
except that the word “conspicuously” has 
been inserted before “discloses” in order 
to underscore the importance of the no¬ 
tice. The Board also proposes to add the 
word “separate” before “maintenance” 
to provide a more accurate description 
of such payments. 

The proposal would add a new sentence 
to § 202.5(d) (2) to inform creditors that 
a general inquiry concerning the source 
of an applicant’s income, without fur¬ 
ther specification, may lead an applicant 
unintentionally to disclose alimony, child 
support, or separate maintenance in¬ 
come. Therefore, a creditor either must 
ask questions designed not to elicit in¬ 
formation about such payments (i.e., 
questions about salary, wages, employ¬ 
ment income, dividends as opposed to 
inquiries about income or other income) 
or must provide the appropriate notice 
regarding the optional nature of disclos¬ 
ing alimony, child support, or separate 
maintenance payments. 

Section 202.5(d) (3) expressly prohibits 
a creditor from requesting the sex of an 
applicant. This section also incorporates 
the courtesy titles provision in § 202.4 
(c) (4) of existing Regulation B. The pro¬ 
viso relating to proposed § 202.13 has 
been dropped from this draft since the 
exception concerning information for 
monitoring purposes has been incorpo¬ 
rated into proposed § 202.5(b) (2). In 
addition, a requirement of conspicuous 
disclosure has been added with regard 
to courtesy titles. 

Section 202.5(d)(4) incorporates the 
limitation regarding child bearing in¬ 
quiries contained in the first sentence of 
§ 202.5(h) of the existing regulation. The 
second sentence of § 202.5(h) is found in 
§ 202.6(b) (3) of this proposal. The 
Board proposes to add a new sentence 
to clarify the point that the prohibition 
as to child bearing inquiries would not 
Preclude a creditor from asking about 
toe number and ages of an applicant’s 
dependents or about dependent-related 
financial obligations or expenditures. 

® e ^ on 202.5(d) prohibits inquiries 
aoout the race, color, religion, or national 
nfvP 11 no ^ on ^ of applicants, but of any 
ocner person in connection with a credit 

transaction, except as necessary under 
.rop 05 ^ § 202.5(b) (3) relating to spe¬ 
rm/ purpose credit programs or as re- 
by pr °P°&ed § 202.5(b) (2) for 

mpiiance-monitoring purposes. Since 

tizenship is not the same as national 


origin, the Board proposes to add a new 
sentence, explicitly permitting a creditor 
to inquire about an applicant’s citizen¬ 
ship and immigration status. 

Section 202.5(d)(6) of the July pro¬ 
posal, which prohibited questions about 
an applicant’s exercise of rights under 
the Consumer Credit Protection Act 
(“CCPA”), has been deleted from this 
draft. The amended Act protects an ap¬ 
plicant’s good faith exercise of CCPA 
rights, but it does not preclude creditors 
from inquiring about the exercise of such 
rights; indeed, creditors implicitly have 
the right under the statute to inquire 
and investigate whether an applicant’s 
exercise of rights under the CCPA was 
made in good faith. Furthermore, as sev¬ 
eral commentators pointed out, a blan¬ 
ket rule against asking about the exer¬ 
cise of such rights would preclude credi¬ 
tors from inquiring about an applicant’s 
involvement in litigation, which the 
Board believes is a legitimate question in 
connection with a determination of cred¬ 
itworthiness. Therefore, the Board pro¬ 
poses to delete the prohibition on asking 
about an applicant's exercise of CCPA 
rights. 

Section 202.5(e)—Application forms. 
Since many creditors have indicated a 
desire to have sample application forms 
contained in the regulation, four samples 
have been included in Appendix B—one 
for open end, unsecured credit, one for 
closed end, secured credit, one for closed 
end credit, whether secured or unsecured, 
and one for use in community property 
States. A sample residential real estate 
application, based upon the joint Federal 
Home Loan Mortgage Corporation and 
Federal National Mortgage Association 
Residential Loan Application, probably 
will be included in the final version of 
the regulation. The use of the sample 
forms is entirely optional; a creditor may 
design its own applications in conformity 
with the provisions of proposed §8 202.5 
(c) and (d) or may modify the sample 
forms in accordance with the provisions 
of proposed § 202.5(e). 

Section 202.6— Rules Concerning Eval¬ 
uation of Applications 

Proposed § 202.6 deals with the use of 
information in the evaluation of credit 
applications, and groups together ma¬ 
terial dealing with the evaluation stage 
of the credit granting process. The pro¬ 
posal elaborates on the substantive pro¬ 
visions of § 701 (a) and (b) of the 
amended Act. 

Section 202.6(a)—General rule con¬ 
cerning the use of information. The 
basic provision of this section is that, 
subject to two qualifications, a creditor 
may consider any information that it 
obtains in evaluating an application. The 
first qualification is that no information 
may be used to discriminate against an 
applicant on a prohibited basis, except 
as provided in § 202.8 regarding special 
purpose credit programs. Second, a cred¬ 
itor’s use of information is limited by the 
specific prohibitions contained in §§ 202.5 
and 202.6 of the proposed regulation. As 
proposed, this section subsumes the first 


sentence of § 202.5(k) of existing Regu¬ 
lation B. The major change in the pro¬ 
posed redraft of 8 202.6(a) is the substi¬ 
tution of “to discriminate” for the words 
“for the purpose of discriminating” 
which appeared in the July draft. The 
position of the clause, “so long as the in¬ 
formation is not used to discriminate 
against an applicant on a prohibited ba¬ 
sis,” has also been shifted, so that the 
clause now follows the general rule 
which it qualifies. 

The proposed deletion of the words 
“for the purpose of discrimination” is in¬ 
tended to underscore the fact that the 
general rule regarding use of informa¬ 
tion is not limited to intentional acts 
of discrimination. The amended Act 
proscribes intentional discrimination 
and also may be interpreted as prohibit¬ 
ing actions that have the effect of dis¬ 
criminating against applicants on any 
prohibited basis. Language similar to 
that contained in 8 701(a) of the 
amended Act is found in Title VII of the 
Civil Rights Act of 1964 relating to pro¬ 
hibitions of discrimination in employ¬ 
ment, and has been interpreted as pro¬ 
hibiting the use of requirements for em¬ 
ployment or promotion that are discrim¬ 
inatory in effect even though neutral on 
their face, unless such reequirements are 
demonstrated to have a manifest rela¬ 
tionship to the performance of the job 
in question. 

As explained in footnote 6. the legisla¬ 
tive history of the amended Act shows 
that Congress intended certain judicial 
decisions enunciating this “effects test” 
from the employment area to be applied 
in the credit area. The Board interprets 
the application of an “effects test” to the 
credit area to mean that the use of cer¬ 
tain information in determining credit- 
worthiness, even though such informa¬ 
tion is not specifically proscribed by pro¬ 
posed 8 202.6(b), may violate the 
amended Act if the use of that informa¬ 
tion has the effect of denying credit to 
a class of persons protected by the 
amended Act at a substantially higher 
rate than persons not of that class, unless 
the creditor is able to establish that the 
information has a manifest relationship 
to creditworthiness. 

Section 202.6(b)—Rules concerning 
use of information. This section contains 
specific limitations on the use of infor¬ 
mation. Proposed 8 202.6(b)(1), which 
corresponds to existing 8 202.5(f), pro¬ 
hibits a creditor from taking any pro¬ 
hibited basis into account in evaluatifig 
creditworthiness. However, because cer¬ 
tain exceptions to this rule are provided 
in § 701(b) (2) and (3) of the amended 
Act, the words “except as provided in the 
Act and this Part” have been added. 
Footnote 7 points out that this section 
would not preclude consideration of 
marital status or source of income for 
the purpose of ascertaining the creditor’s 
rights or remedies, in accordance with 
8 701(b) (1) and (2) of the amended 
Act, and that a prohibited basis may also 
be considered pursuant to proposed 
§ 202.8, special purpose credit programs. 
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proposed 8 202 . 6 (b)( 2 ) appeared in 
the July proposal as part of proposed 

8 202.6(b)(1). Proposed paragraph (1) is 

new. and expressly prohibits a creditor 
from taking into account an applicant s 
age (provided the applicant is old enough 
to enter into a binding contract) or 
whether an applicant receives income 
from any public assistance programs, ex¬ 
cept as otherwise provided ir. the section. 
The wording of paragraphs (ii) and <iii> 
has been changed slightly to emphasize 
a distinction between the consideration 
of age in empirically derived credit sys¬ 
tems and Judgmental systems. In a judg¬ 
mental system, a creditor is permitted to 
consider an applicant’s age and whether 
an applicant’s income derives from any 
public assistance program, but only for 
the purpose of determining a pertinent 
element of credit-worthiness. A creditor 
may use age itself as a predictive variable 
in a credit scoring system, but only if 
such system is a demonstrably and sta¬ 
tistically sound, empirically derived 
system. 

A new paragraph «iv) incorporates 
language which was contained in foot¬ 
note 7 of the July proposal. It is based on 
I 701 (b) (4) of the amended Act and pro¬ 
vides that in any system of evaluating 
creditworthiness, a creditor may con¬ 
sider the age of an elderly applicant 
when age is used to favor the applicant. 

Section 202.6(b)(3) is substantially 
the same as 5 202.6(b)(2) of the July 
proposal. Proposed 5 202.6(b) (4) cor¬ 
responds to 5 202.6(b)(3) of the July 
proposal. Proposed 5 202.6(b) (5) corres¬ 
ponds to 5 202.6(b)(4) of the July pro¬ 
posal. Two changes are proposed to make 
the proposal parallel to the existing Reg¬ 
ulation B. First, the clause, “or because 
it is derived from part-time employ¬ 
ment,” has been added to reinstate a 
provision which appears in 5 202.5(e) of 
the existing regulation. Second, with re¬ 
gard to alimony, child support, or sepa¬ 
rate maintenance payments, the section 
incorporates the provisions of 5 202.5(d) 
(2) of existing Regulation B which gives 
examples of the factors a creditor may 
consider in determining the probable 
continuity of such payments. 

Section 202.6(b)(6) corresponds to 
§ 202.6(b) (5) of the previous draft. The 
section remains substantially the same 
as in the previous draft, except that the 
introductory language is stated in the 
affirmative and reworded. It should be 
noted that the words “when available” 
in paragraphs (i) and (iii> refer to the 
fact that such credit history may not 
always be available to a creditor. A 
creditor is required to consider such 
credit history only “to the extent the 
creditor considers credit history in 
evaluating creditworthiness of similarly 
qualified applicants for a similar type 
and amount of credit.” 

Footnote 9 regarding the lack of credit 
history or an unfavorable credit history 
has been deleted. Comments indicated 
that the footnote could be interpreted to 
require a creditor to disregard a lack of 
credit history or an unfavorable credit 
history, contrary to its credit policy. 


Section 202.6(b)(7) is new. and pro¬ 
vides that a creditor may consider an 
applicant’s immigration status and 
whether he or she is a permanent resi¬ 
dent of the United States in determining 
creditworthiness. A creditor may also 
consider whatever additional informa¬ 
tion is necessary to ascertain its rights 
and remedies regarding repayment. It 
may also take into account economic 
factors associated with an applicant’s 
visa and residency status. 

Section 202.6(0—State property laws. 
This section incorporates the provisions 
of § 705(b) of the Act and is substantial¬ 
ly identical to § 202.5(1) of the existing 
regulation. 

Section 202.7— Rules Concerning Ex¬ 
tensions of Credit 

Section 202.7(a)— Individual accounts. 
This section is substantially identical to 
the July proposal. In response to public 
comment, the footnote has been incor¬ 
porated into the text of the regulation 
and the word “individual’* has been sub¬ 
stituted for “separate.” since “separate” 
is a term of art in community property 
States. 

Section 202.7<b) — Designation of 
names. Proposed 5 202.7(b)(1) is sub¬ 
stantially the same as the July proposal 
and § 202.4(e) of existing Regulation B. 
The section prohibits a creditor from re¬ 
quiring an applicant to open and main¬ 
tain an account in a spouse’s name, al¬ 
though an applicant may use such a 
name if desired. The wording has been 
revised to permit an applicant to use a 
birth-given name with a birth-given 
surname, spouse’s surname, or a com¬ 
bined or hyphenated surname. 

Comments indicated some concern that 
some surname combinations may exceed 
the computer capability of some billing 
systems which have a limited number of 
character spacings for the customer’s 
name. This provision should not be inter¬ 
preted as requiring creditors to redesign 
systems in order to handle occasional re¬ 
quests for combined names or other 
names which contain more than the us¬ 
ual number of character spaces. 

Section 202.7(b)(2) of the July pro¬ 
posal has been deleted and the substance 
incorporated into § 202.5(c) (3). 

Section 202.7(c)—Action concerning 
existing open end accounts. This section 
is substantially the same as in the July 
proposal and is derived from § 202.5(i) 
of existing Regulation B. 

The Board proposes to delete the foot¬ 
note which appeared in the July proposal 
regarding “reevaluation” of creditworth¬ 
iness on the basis of an applicant’s reach¬ 
ing a certain age or retiring, or on the 
basis of a change of name or marital 
status. Public comments pointed out that 
the effect of a reevaluation is identical to 
that of a reapplication, except that an 
account is not terminated during a re- 
evaluation. A creditor may. however, in¬ 
stitute a uniform policy of periodically 
updating information on file. 

Section 202.7(c)(2) is derived from 
5 202.5(i) (2) of existing Regulation B, 
and has been modified slightly from the 
version in the July proposal. This pro¬ 


vision permits a creditor to require a re- 
application on the basis of a change in 
marital status where open end credit was 
granted to an applicant based on income 
earned by the applicant’s spouse. Where¬ 
as the July proposal and existing Reg¬ 
ulation B would permit such reapplica¬ 
tion only where credit granted had been 
based on income earned “solely” by the 
applicant’s spouse, this proposal would 
delete the word “solely” and add the 
clause “if the applicant’s income alone 
at the time of the original application 
would not support the amount of credit 
currently extended.” 

Section 202.7(d)—Signature of spouse 
or other person. Section 202.7(d) has 
been redrafted in order to state the rules 
governing requests for the signature of 
a spouse or other person in positive terms. 

Section 202.7(d) (1) states the general 
rule contained in § 202.7(a) of the exist¬ 
ing regulation. It prohibits a creditor 
from requiring the signature of a spouse 
on any credit instrument if the applicant 
qualifies under the creditor’s standards of 
creditworthiness for the credit requested. 
The prohibition is subject to an excep¬ 
tion regarding secured credit, stated in 
subsection (2). Section 202.7(d)(1) in¬ 
cludes a new provision regarding the 
ownership of property relied on by the 
applicant and the creditor to establish 
creditworthiness. This addition would 
permit a creditor to consider the manner 
in which an applicant holds title to prop¬ 
erty (e.g.. whether solely or jointly with 
another person), and to take into ac¬ 
count this and other factors which may 
bear on the value to the creditor of the 
applicant’s interest in the property 
Among the factors that a creditor could 
consider are whether the creditor would 
be able to attach and execute on the 
property in the event of default and 
whether the applicant’s interest is sub¬ 
ject to severance. 

Section 202.7(d) (2) relates to secured 
transactions, end corresponds to 5 202.7 
(c) of existing Regulation B. It provides 
that where a married applicant applies 
for individual credit and the nonappli- 
cant spouse has or will have an interest 
in the property, the creditor may obtain 
the spouse’s signature on any instrument 
necessary to make the collateral avail¬ 
able to the creditor in the event of de¬ 
fault. This means that a creditor may 
require the nonapplicant to sign the se¬ 
curity agreement, but not the note, n 
such signature is sufficient under State 
law to give the creditor access to the 
property. However, where property is 
held in tenancy by the entirety, for ex¬ 
ample, and State law precludes execution 
on such property unless both spouses are 
contractually liable on the underlying 
obligation, the creditor may require tne 
signature on the security agreement anc 
the note. „ 

Section 202.7(d)(3) is a corollary to 
subsection (1), and provides that wner 
the applicant does not satify the crem- 
tor’s standards of creditworthiness, tn 
creditor may require a co-signer or gua- 
antor. However, the creditor cannot r 
quire the spouse of an applicant to be u 
co-signer or guarantor. 
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Section 202.7(d)(4) corresponds to 
5 202.7(b) of the existing regulation, and 
is substantially unchanged from the July 
proposal. This provision applies to unse¬ 
cured credit transactions in community 
property States. 

Section 202.7(e) — Insurance. Section 
202.7(e) of the July proposal, regarding 
conditions imposed on extensions of 
credit, has been deleted since the sub¬ 
stance of this rule is embodied in § 202.4, 
the general rule prohibiting discrimi¬ 
nation. 

The Board proposes to add a new sec¬ 
tion, 5 202.7(e), relating to insurance. 
The Board believes the Equal Credit Op¬ 
portunity Act was not intended to make 
unlawful otherwise legal distinctions 
made by insurers. The effect of applying 
the Act to all credit-related insurance 
transactions is unknown, and may be 
harmful to consumers.' 

This proposal provides that a creditor 
does not violate the Act or the regulation 
if the availability, rates and terms on 
which credit life, health, accident, dis¬ 
ability, or casualty insurance is offered 
vary according to a prohibited basis, 
since insurers freouently offer different 
terms or rates on the basis of a person’s 
age. sex. or marital status. 

Section 202.8— Special Purpose Credit 
Programs 

Section 202.8(a)—General rule and 
standards for programs. Section 202.8(a) 
is substantially the same as the July pro¬ 
posal. Public comment revealed confu¬ 
sion about whether the words “does not 
qualify for credit under the special re¬ 
quirements of the particular program’* 
referred to (1) Standards of credit- 
worthiness or (2) The characteristics de¬ 
fining the disadvantaged class or mem¬ 
bership group for which the program was 
established. The phrase was intended to 
refer to the latter. To clarify this point, 
the Board oroposes to replace the quoted 
Phrase with the following: “does not 
qualify under the special requirements 
that define eligibility for the particular 
program.” 

In 5 202.8(a) (2), the word “non-profit” 
has been replaced by “not-for-profit,” to 
express more exactly the types of orga¬ 
nizations covered by 5 501(c) of the In¬ 
ternal Revenue Code. 

A number of commentators asked 

202.8<a> <1) and (2) expressly refer to 
Particular credit programs, such as stu¬ 
dent loan programs. The Board is of the 
opinion that it would not be appropriate 
to list particular credit programs since 
nny such list initially w f ould be incom¬ 
plete and would require frequent amend¬ 
ments to the regulation in order to up¬ 
date it. The Board believes the amended 
Act was intended to permit the continua- 
lXo *\ °f existing government-sponsored 
credit programs such as student loan 
Programs, and of non-profit organiza¬ 
tions such as credit unions. 

Secfion 202.8(b)—Special rule con - 
requests and use of information. 

nts provision is substantially unchanged 
*tt>m the July proposal. 

rv»f eC ^ on 202 S(c) —Special rule in the 

we of financial need. The Board pro¬ 


poses to make two substantive additions 
to 5 202.8(c), The first would allow a 
creditor sponsoring a special purpose 
credit program in which financial need 
is a criterion for eligibility to ask about 
and consider income from alimony, child 
support and separate maintenance be¬ 
cause these factors, like marital status 
and spouse’s financial resources, are 
necessary to a full evaluation of an ap¬ 
plicant’s financial need. 

The second addition would allow a 
creditor sponsoring a special purpose 
credit program to obtain the signature 
of the applicant’s spouse or other person 
to the extent required by Federal or 
^tate law. Public comments pointed out 
that laws authorizing special credit pro¬ 
grams often require the signature of the 
applicant’s spouse for the purpose of cer¬ 
tifying financial resources. 

Section 209.9 —Notifications 

This section encompasses all of the re¬ 
quirements for the notices that creditors 
must provide to applicants except for the 
credit history notice required by 5 202.10 
(b). These requirements appears in 
55 202.4(d), 202.5<m) and 202.6(b) of 
existing Regulation B. 

Section 202.9(a) Notification of ac¬ 
tion taken, ECO A notice , and statement 
of specific reasons. This section sets forth 
the requirements for the content and 
timing of notices and explains to whom 
and by whom notices are to be given. 
Section 209.9(a)(1) requires that the 
notice of action taken be given within 
a reasonable time not exceeding 30 days 
after a creditor receives a completed ap¬ 
plication or within a similar period after 
taking adverse action. The 30-day dead¬ 
line is drawn from 5 701(d)(1) of the 
amended Act. 

Section 202.9(a) (1) is identical to the 
July proposal except that paragraph (ii) 
has been redesignated paragraph (iii), 
and a new paragraph (ii) has been added. 
This new paragraph is proposed in re¬ 
sponse to'comment to provide for the 
situation where a creditor decides to take 
adverse action prior to receiving a com¬ 
pleted application. 

Section 202.9(a) (2) is substantially 
similar to the Julv proposal. It specifies 
the content of the notification when ad¬ 
verse action is taken. The notification 
must contain the statement of action 
taken required bv existing 5 202.5(m) 
(1). the ECO A notice required bv exist¬ 
ing § 202.4<d> and the statement of spe¬ 
cific reasons for adverse action (or dis¬ 
closure of the ritdit to such a statement) 
similar to the statement required by pres¬ 
ent § 202.5(m) (2). The Board proposes 
to require the notices to be given to¬ 
gether because the Board believes that 
public understanding o f the notices 
would be thereby enhanced. An impor¬ 
tant point to note is that under the pro¬ 
posal, the ECOA notice would be given 
only when adverse action is taken. A 
creditor, of course, may continue to pro¬ 
vide the ECOA notice at the application 
stage, as long as the notice is $lso given 
when adverse action is taken. 

In % response* to public comment, the 
Board proposes to revise 5 202.9(a) (3) to 


provide that if more than one applicant 
is involved in a credit transaction, the 
notification shall be provided to the pri¬ 
mary applicant where one is readily 
apparent. 

Section 202.9(a) (4) of the July propos¬ 
al provided that, if more than one cred¬ 
itor is involved in a credit transaction 
and credit is granted, the required noti¬ 
fication need be given by only the credi¬ 
tor that extends credit. If no credit is 
granted, or if credit is offered which is 
not acceptable to the applicant, then 
each creditor must give the required no¬ 
tification. For example, if an auto dealer 
“shops” an application to several b^nks 
and one bank extends credit, the pro¬ 
posal requires onlv that bank to provide 
the notice of action taken. However, if 
none of the banks grants credit or if the 
credit offered is not acceptable to the ap¬ 
plicant, then all the banks must give the 
required notices, as must the dealer if it 
is a “creditor” in the transaction as that 
term as defined in Regulation B. 

Creditors may arrange, however, for 
all required notices to be provided 
through one party if each creditor is 
identified. This procedure is sanctioned 
by 5 701(d) (4) of the amended Act. The 
last sentence of § 202.9(a) (4) would in¬ 
sulate a creditor from liability for acts 
or omissions of a third party in those 
cases where the third party supplies the 
notice, provided that the creditor follows 
reasonable procedures to insure compli¬ 
ance. 

A number of comments indicated there 
was confusion about the meaning of pro¬ 
posed 5 202.9(a) (4). Therefore, the Board 
proposes to revise the first sentence of 
this subsection. The proposed revision 
should make it clear that if a transac¬ 
tion involves more than one creditor and 
the applicant is offered and accepts cred¬ 
it from any one of them, no notification 
of adverse action, the ECOA notice, rea¬ 
sons for denial, or disclosure of the richt 
to such reasons need be furnished. The 
creditor extending the credit will, of 
course, give notification of approval by 
implication, since the applicant will re¬ 
ceive the monev, property or services re¬ 
quested. In response to public comment, 
the proposal would revise the third sen¬ 
tence of this subsection to indicate that, 
in a situation involving multiple credi¬ 
tors. thev mav select one of their num¬ 
ber to provide the notice, and that only 
when the notification is provided by a 
third party would the identity of each 
creditor have to be disclosed. The July 
proposal could have been interpreted to 
mean that where no credit acceptable to 
the applicant is offered, the required no¬ 
tification. even if made directly by the 
creditor(s>. would have to identify each 
creditor to whom the application had 
been “shopped.** 

Finally, this proposal would revise the 
fourth sentence of 5 202.9(a)(4) by in¬ 
serting the words “to be” after the w T ords 
“notification is” to allow multiple credi¬ 
tors to rety on a third party’s agreement 
to provide the required notice, without 
culpability if that party fails to do so. 

Section 202 9(b)—Form of ECOA no¬ 
tice and statement of specific reasons. 
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This subsection is substantially identical 
to the July proposal. It is drawn from 
existing §5 202.4(d) and 202.5(m) (2) 
and (3). 

Unlike existing § 202.4(d). which re¬ 
quires creditors to use the sample ECOA 
notice verbatim, $ 202.9(b) (1) provides 
that substantial adherence to the sample 
form constitutes compliance. In addition, 
this section would permit inclusion in 
the notice of a reference to a similar 
State statute or regulation and State 
enforcement agency. 

The text of the notice is identical to 
that contained in existing § 202.4(d), 
except that the additional bases of pro¬ 
hibited discrimination have been added 
and, in the last sentence, only the word 
“creditor” is used, rather than a blank 
requiring a description of the particular 
type of creditor. The latter change would 
facilitate the giving of notices by third 
parties on behalf of several different 
types of creditors. 

As in the July proposal, f 202.9(b) (2) 
provides a suggested form for the state¬ 
ment of specific reasons for adverse ac¬ 
tion. The Board proposes to revise the 
form by listing additional possible rea¬ 
sons for adverse action. A creditor could 
satisfy the requirements of the Fair 
Credit Reporting Act through proper use 
of this form. It should be noted that the 
footnote is not an addition to the form 
itself; it limits the permissible use of the 
category “unemployed” as a reason for 
adverse action. 

The remainder of $ 202.9(b) (2) is 
substantially identical to the July pro¬ 
posal. as is § 202.9(b) (3). 

Section 202.9(c)—Oral notifications. 
This section is substantially identical to 
the July proposal. 

Section 202.9(d) —Withdrawn appli¬ 
cations. This subsection is identical to 
the July proposal. 

Section 202.9(e)—Failure of compli¬ 
ance. This subsection is substantially 
similar to the July proposal. 

Section 202.9(f) — Notification. This is 
a new subsection and is intended to de¬ 
fine what constitutes notification. It pro¬ 
vides that a creditor notifies an applicant 
when a writing addressed to the appli¬ 
cant is delivered or mailed to the appli¬ 
cant’s last known address or. in the case 
of an oral notification, when the creditor 
communicates with the applicant. 

Section 202.10— Furnishing of Credit 
Information 

The July proposal noted that the 
Board was considering certain amend¬ 
ments to § 202.6 of existing Regulation 
B. On SeDtember 13, the Board an¬ 
nounced that it had determined not to 
adopt the proposed amendments (41 
FR 38759). However, the Board post¬ 
poned the effective date of § 202.6 from 
November 1. 1976 to June 1. 1977. This 
proposal reflects the amended effective 
dates. Except as noted below, this nro- 
posal is identical to 5 202.6 of existing 
Regulation B and § 202.10 of the July 
proposal. 

The Board proposes to change the term 
“contractually liable” to “primarily li¬ 


able” in §§ 202.10 (a)(1) and (b)(1). 
This change is intended to indicate that 
a creditor need not report credit histories 
or designate an account on which one 
spouse is merely a guarantor, or surety. 

Footnote 9 has been added to make it 
clear that the requirement in paragraph 
(11) of § 202.10(a) (1) that accounts held 
by married persons be designated “to re¬ 
flect the fact of participation of both 
spouses,” while not prohibiting a precise 
characterization of a person’s participa¬ 
tion (e.g.. as a user or as a primarily 
liable party), does not require creditors 
to distinguish between use and contrac¬ 
tual liability. 

The Board proposes to modify the no¬ 
tice required by 5 202.10(b)(2) in order 
to simplify it and to include lines for the 
signatures of both spouses. The signa¬ 
tures of both spouses are needed because 
the legal right of one spouse to authorize 
the sharing of the credit history may be 
ambiguous. By including two unlabeled 
signature lines, creditors are assured 
that all affected parties have consented 
to the joint credit reporting. 

The last sentence of 5 202.10(c) is new. 
It provides creditors with a means of 
verifying requests to change the manner 
in which credit information is reported. 
It is proposed in response to comments 
that revealed concern that persons who 
are not primarily liable or authorized to 
use accounts may sign and return the 
notice. 

Section 202.11— Relation to State Law 

Section 202.11(a) of the July proposal 
has been re-designated § 202.11(b) (3) in 
this proposal. Section 202.11(a) of this 
proposal states the general standard for 
preemption of State law, It is substan¬ 
tially similar to 5 202.11(c) of the July 
proposal, except that the statutory lan¬ 
guage insulating “more protective” laws 
from preemption has been added. 

Section 202.11(b) corresponds to 
5 202.11(c) of the Julv proposal. Com¬ 
ments characterized the July proposal, 
which upon adoption would have pre¬ 
empted all State equal credit laws similar 
to the Federal law, as excessively broad 
in view of the language of 5 705(f) of the 
amended Act. Under the present propos¬ 
al. only those provisions of State law 
which require or prohibit the acts enu¬ 
merated in 5 202.11(b) are deemed less 
protective of the applicant and pre¬ 
empted. 

Section 202.11(c) is substantially sim¬ 
ilar to § 202.11(b) of the July proposal. 

Public comments expressed concern 
that § 202.11(a) of the Julv proposal, by 
preempting State laws which impose lia¬ 
bility upon a nonanp) leant spouse who 
establishes independent creditworthi¬ 
ness. might annul community property 
laws or laws relating to the disposition of 
decedents’ property. Section 2°2.11(d) of 
this proposal has been added to make it 
clear that such laws are not preempted. 

The standards for exemption of State 
related transaction in 5 202.11(e) are 
substantially similar to those in the July 


proposal. The words “or the administra¬ 
tive enforcement provisions of section 
704” have been added to 5 202.11(e)(2) 

(1) to indicate that Federal enforcement 
agencies retain their jurisdiction over 
transactions that take place in States 
that have been granted exemptions. 

The July proposal would have made 
violation of an exempted State law a vio¬ 
lation of the ECOA, “except to the extent 
that such State law imposes requirements 
not imposed by the Act and this Part.” 
In response to comment, the Board 
proposes to delete this language from 
the corresponding section (5 202.11(e) 

(2) (ii)) of this proposal. Under this 
proposal, any violation of an exempted 
State law would violate the Federal law. 

Supplement I sets forth the procedure 
which a State may follow in applying for 
an exemption for any class of transac¬ 
tions from the provisions of 55 701 and 
702 of the Act. Applications must be 
signed by the Governor, Attorney Gen¬ 
eral or other official of the State having 
primary enforcement or interpretive re¬ 
sponsibilities under the State law in 
question and must include a copy of the 
full text of the State law, a comparison 
of 55 701 and 702 of the Act with corre¬ 
sponding provisions of the State law, 
verification of the existence of adequate 
enforcement mechanisms and a state¬ 
ment explaining how any differences be¬ 
tween the State and Federal law does not 
result in a diminution of protection to 
applicants. 

Section 202.12 —Record Retention 

Section 202.12(a)’—Retention of Pro¬ 
hibited Information. This section is sub¬ 
stantially similar to the July proposal. 

Section 202.12(b)—Preservation oi 
Records. Section 202.12(b) is substan¬ 
tially similar to the July proposal. The 
footnote has been rewritten to explain 
more clearly what constitutes “a copy 
thereof.” The substance of 5 202 . 12 (b) 
(5) of the July proposal now appears in 
§ 202.3 of this proposal. 

Section 202.13— Information for 
Monitoring Purposes 

Section 202.13 of the July proposal was 
proposed as an example of the type oi 
notation requirement the Board might 
adopt if it determined such a require¬ 
ment should be made part of Regulation 
B. Public comments were sharply divided 
on the necessity and desirability of a 
notation requirement. Certain commen¬ 
tators felt that a notation requirement 
should be adopted only after a signm- 
cant number of complaints were re¬ 
ceived. It was also suggested that tne 
Board should leave the decision about 
requiring notation to the agencies 
charged with enforcement of the Act. 

The Board believes it is an appropriate 
exercise of its rulewriting authority un¬ 
der the Act to adopt a simple notation 
requirement applicable to all creditor, 
that extend credit for the purpose ci 
purchasing residential real estate, to 
resulting data are intended to assist in 
agencies responsible for enforcing tn 
ECOA. as well as the Department oi 
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Housing and Urban Development in ex¬ 
ercising its responsibilities under Title 
Vlll of the Civil Rights Act of 1968. The 
data will serve not as conclusive proof 
of illegal discrimination but as an indi¬ 
cation to the enforcement agency that 
further investigation is warranted. 

The Board invited public comment on 
a number of substantive and technical 
issues related to notation, and received 
extensive comment. These issues are dis¬ 
cussed in detail below. 

Class of Application Affected. The 
notation requirement in the July pro¬ 
posal was limited to applications for 
loans for the purpose of purchasing 
residential real property. Comment was 
invited on the question of whether a no¬ 
tation requirement should be so limited. 
A number of commentators urged the 
Eoard to adopt a broader notation re¬ 
quirement, other commentators ex¬ 
pressed support for the scope "of the July 
proposal. 

Like the July proposal, this proposal 
is limited to applications for loans for 
the purpose of purchasing residential 
real property. The Board feels this is 
appropriate for several reasons. First, a 
home is in most cases the single most 
important purchase a consumer makes 
and access to mortgage credit has a pro¬ 
found impact on the quality of life. Sec¬ 
ond, there have been more frequent and 
serious allegations of discrimination in 
this area of credit. Third, the dollar 
amount of applications for mortgage 
credit is large, with the result that the 
per unit cost of notation is small. 

Should information be collected about 
all prohibited bases? The Board invited 
the public to address the question of 
whether a notation requirement should 
be limited to race and sex. Public com¬ 
ments supported this limitation on the 
ground that since the characteristics of 
race and sex frequently are known by 
observation or by name, questions about 
these characteristics are less intrusive 
than about religion. For this reason, the 
Board proposes to require creditors to 
ask that applicants respond to questions 
about age. sex. marital status, and race- 
national origin. The term “race-national 
origin” is used instead of “race” because 
certain of the categories required to be 
used describe national origin rather than 
face. 


Roctaf Categories . The public was in- 
Jited to address the question of what 
nc °* raoial categories should be 
a significant number of comment 
suggested that the categories widely used 
uj the employment field be used here 
B 2 ftrd ’ s Proposal incorporates this 
but adds one additional cate- 
S °. ther Specify),” to permit the 
ppheant to supply another descriptor 
ids or her race-national origin. 
mcment of Questions. The public wa* 
fthrmf 10 commen t on whether questions 
reomL P ^ er . SOnal characteristics should be 
appear on the creditor’s ap- 
Cer ; ° n * orm or on a separate form. 
seDarn^ C r° mm f ntators su B8ested that s 
the rJf L 0 ? 11 used » while others urgec 
Board t0 Permit them to place the 


questions directly on their forms in order 
to minimize printing and storage costs. 
The proposal would leave the placement 
of the questions to the option of each 
creditor. 

The Board also invited the public to 
address the question of whether creditors 
should be required to supply information 
about personal characteristics if appli¬ 
cants declined to do so. Many commenta¬ 
tors expressed the view that the appli¬ 
cant’s wish not to provide the informa¬ 
tion should be respected, and the Board's 
proposal incorporates this suggestion. 

The proposal would require creditors 
to inform applicants that the questions 
are voluntary and that the persona; in¬ 
formation is sought by the Federal gov¬ 
ernment for the purpose of monitoring 
compliance with Federal anti-discrimi¬ 
nation law. 


PART 202—EQUAL CREDIT 
OPPORTUNITY 

Sec. 

202.1 Authority, scope, enforcement, penal¬ 

ties and liabilities. Interpretations. 

202.2 Definitions and rules of construction. 

202.3 Special treatment for certain classes 

of transactions. 

202.4 General rule prohibiting discrimina¬ 

tion. 

202.5 Rules concerning applications. 

202.6 Rules concerning evaluation of ap¬ 

plications. 

202.7 Rules concerning extensions of credit. 

202.8 Special purpose credit programs. 

202.9 Notifications. 

202.10 Furnishing of credit information. 

202.11 Relation to State law. 

202.12 Record retention. 

202.13 Information for monitoring purposes. 
Appendix. A —Federal enforcement agencies. 
Appendix B—Model application forms. 
Supplement I. 

Authority See. 703 of Equal Credit Op¬ 
portunity Act. U.S.C.. Title 15. sec. 1691 et 
seq. 

§ 202.1 Authority, Scope, Enforcement, 
Penalties and Liabilities, Interpreta¬ 
tion*. 

(a) Authority and scope. This part 1 
comprises the regulations issued by the 
Board of Governors of the Federal Re¬ 
serve System pursuant to Title VII 
(Equal Credit Opportunity Act) of the 
Consumer Credit Protection Act. as 
amended (15 U.S.C. § 1601 et seq.). Ex¬ 
cept as otherwise provided herein, this 
part applies to all persons who are credi¬ 
tors. as defined in § 202.2(1). 

(b) Administrative enforcement. (1) 
As set forth more fully in section 704 of 
the Act. administrative enforcement of 
the Act and this Part regarding certain 
creditors is assigned to the Comptroller 
of the Currency, Board of Governors of 
the Federal Reserve System. Board of 
Directors of the Federal Deposit Insur¬ 
ance Corporation. Federal Home Loan 
Bank Board (acting directly or through 
the Federal Savings and Loan Insurance 
Corporation), Administrator of the Na¬ 
tional Credit Union Administration. In¬ 
terstate Commerce Commission, Civil 
Aeronautics Board. Secretary of Agricul¬ 


* As used herein, the words “this part” 
mean Regulation B, 12 CFR 202. 


ture. Farm Credit Administration, Secu¬ 
rities and Exchange Commission, and 
Small Business Administration. 

(2) Except to the extent that admin¬ 
istrative enforcement is specifically com¬ 
mitted to other authorities, compliance 
with the requirements imposed under the 
Act and this part will be enforced by 
the Federal Trade Commission. 

(c) Penalties and liabilities. (1) Sec¬ 
tion 706 (.a) of the Act provides that any 
creditor whb fails to comply with any 
requirement imposed under the Act or, 
pursuant to section 702(g), this part is 
subject to civil liability for damages in 
individual or class actions. Pursuant to 
section 704 of the Act, violations of the 
Act or. pursuant to section 702(g), this 
Part constitute violations of other Fed¬ 
eral laws that may provide further penal¬ 
ties. Liability for punitive damages is 
restricted by section 706(b) to non-gov¬ 
ernmental entities and is limited to $10,- 
000 in individual actions and the lesser 
of $500,000 or one percent of the credi¬ 
tor’s net worth in class actions. Section 
706(c) provides for equitable and decla¬ 
ratory relief. Section 706(d) authorizes 
the awarding of costs and reasonable 
attorney’s fees to an aggrieved applicant 
in a successful action. 

(2) Section 706(e) relieves a creditor 
from civil liability resulting from any act 
done or omitted in good faith in conform¬ 
ity with any rule, regulation, or inter¬ 
pretation by the Board of Governors of 
the Federal Reserve System, or with any 
interpretations or approvals issued by a 
duly authorized official or employee of 
the Federal Reserve System, notwith¬ 
standing that after such act or omission 
has occurred, such rule, regulation, or 
interpretation is amended or otherwise 
determined to be invalid for any reason. 

<3> As provided in section 706(f), a 
civil action under the Act or this part 
may be brought in the appropriate 
United States district court without re¬ 
gard to the amount in controversy or in 
any other court of competent jurisdiction 
within tw r o years after the date of the 
occurrence of the violation or within one 
year after the commencement of an ad¬ 
ministrative enforcement proceeding or 
a civil action brought by the Attorney 
General. 

(4) Sections 706 (g) and (h) provide 
that, if the agencies responsible for ad¬ 
ministrative enforcement are unable to 
obtain compliance with the Act or. pur¬ 
suant to section 702(g). this part, they 
may refer the matter to the Attorney 
General. On such referral, or whenever 
the Attorney General has reason to be¬ 
lieve that one or more creditors are en¬ 
gaged in a pattern or practice in viola¬ 
tion of the Act or this part, the Attorney 
General may bring a civil action. 

(d> Interpretations. (1) A request for 
formal Board interpretation or official 
staff interpretation of this Part must be 
addressed to the Director of the Division 
of Consumer Affairs, Board of Governors 
of the Federal Reserve System. Washing¬ 
ton. D C. 20551. Each request for inter¬ 
pretation must contain a complete state¬ 
ment, signed by the person making the 
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request or a duly authorized agent, of all 
relevant facts of the transaction or credit 
arrangement relating to the request. 
True copies of all pertinent documents 
must be submitted with the request. The 
relevance of such documents must, how¬ 
ever. be set forth in the request, and the 
documents must not merely be incorpo¬ 
rated by reference. The request must 
contain an analysis of the bearing of the 
facts on the issues and specify the perti¬ 
nent provisions of the statute and regu¬ 
lation. Within 15 business days of receipt 
of the request, a substantive response will 
be sent to the person making the request, 
or an acknowledgement will be sent 
which sets a reasonable time within 
which a substantive response will be 
given. 

<2> Any request for reconsideration 
of an official staff interpretation of this 
part must be addressed to the Secretary 
Board of Governors of the Federal Re¬ 
serve System. Washington. DC. 20551. 
within 30 days of the publication of such 
interpretation in the Federal Register. 
Each request for reconsideration must 
contain a statement setting forth in full 
the reasons why the person making the 
request believes reconsideration would be 
appropriate, and must specify and dis¬ 
cuss the applicability of the relevant 
facts, statute and regulations. Within 15 
business days of receipt of such request 
for reconsideration, a response granting 
or denying the request will be sent to 
the person making the request, or an 
acknowledgement will be sent which sets 
a reasonable time within which such re¬ 
sponse will be given. 

<3> Pursuant to $706‘e> of the Act, 
the Board has designated the Director 
and other officials of the Division of Con¬ 
sumer AfTairs as officials "duly author¬ 
ized" to issue, at their discretion, offi¬ 
cial staff interpretations of this part. 
This designation shall not be interpreted 
to include authority to approve partic¬ 
ular creditors* forms in any manner. 

<4> The type of interpretation issued 
will be determined by the Board and the 
designated officials by the following cri¬ 
teria: 

<i) Official Board interpretations will 
be issued upon those requests which in¬ 
volve potentially controversial issues of 
general applicability dealing with sub¬ 
stantial ambiguities in this Part and 
which raise significant policy questions. 

<ii) Official staff interpretations will 
be issued upon those requests which, in 
the opinion of the designated officials, 
require clarification of technical ambi¬ 
guities in this part or which have no sig¬ 
nificant policy implications. 

(iii) Unofficial staff interpretations 
will be issued where the protection of 
§ 706 (e) of the Act is neither requested 
nor required, or where time strictures 
require a rapid response. 

§ 202.2 Definition* and rules of ron- 
st ruction. 

For the purposes of this part, unless 
the context indicates otherwise, the fol¬ 


lowing definitions and rules of construc¬ 
tion shall apply: 2 

ia> Account means an extension of 
credit. When employed in relation to an 
account, the word use refers only to open 
end credit. 

<b» Act means the Equal Credit Op¬ 
portunity Act (Title VII of the Consumer 
Credit Protection Act). 

(c> Adverse action, fl) For the pur¬ 
poses of notification of action taken, 
statement of reasons for denial, and rec¬ 
ord retention, the term means: 

ri> A refusal to grant credit in sub¬ 
stantially the amount or on substantially 
the terms requested by an applicant: or 
cii> An offer to grant credit other than 
in substantially the amount and on sub¬ 
stantially the terms requested by an ap¬ 
plicant. unless the applicant expressly 
accepts or uses the credit offered: or 
‘iii) A termination of an account or an 
unfavorable change in the terms of an 
account that does not affect all or a sub¬ 
stantial portion of a classification of a 
creditor’s accounts: or 

(iv) A refusal to increase the amount 
of credit available to an applicant when 
the applicant requests an increase in ac¬ 
cordance with procedures established by 
the creditor for the type of credit in¬ 
volved. 

< 2 > The term does not include: 

(i) A change in the t erms of an account 
expressly agreed to bv an applicant: or 
fii) Any action or forebearance relat¬ 
ing to an arcount taken in connection 
with inactivity, default, or delinquency 
as to that account: or 

fill) A refusal to extend credit at a 
point of sale or loan in connection with 
the use of an account because the credit 
requested would exceed a previously es¬ 
tablished credit limit on the account if 
the limit on the account has been dis¬ 
closed to the applicant : or 

<iv> A refusal to extend credit because 
applicable law prohibits the creditor 
from extending the credit requested: or 
<v> A refusal to extend credit because 
the creditor does not offev the type of 
credit or credit plan requested. 

(d) Age refers only to natural persons 
and means the number of fully-elapsed 
years from the date of an applicant’s 
birth. 

<e) Applicant means any person who 
requests or who has received an exten¬ 
sion of credit from a creditor, and in¬ 
cludes any person who is or may be con¬ 
tractually liable regarding an extension 
of credit other than a guarantor, surety, 
endorser, or similar party. 

ff> Application means an oral or writ¬ 
ten request for an extension of credit that 
is made in accordance with procedures 
established by a creditor for the type of 
credit requested: the term does not in¬ 
clude the use of an account or line of 
credit to obtain an amount of credit that 
does not exceed a previously established 
credit limit. A completed application for 
credit means an application in connec- 


r Note that some of the definitions In this 
Part are not identical with those in 12 CFR 
Part 226 (Regulation Z). 


tion with which a creditor has receiver 
all the information that the creditor reg¬ 
ularly obtains and considers in evaluat¬ 
ing applications for the amount and 
type of credit requested, including credit 
reports, any additional information re¬ 
quested from the applicant, and any 
approvals or reports by governmental 
agencies or other persons that are neces¬ 
sary to guarantee, insure, or provide se¬ 
curity for the credit or collateral, pro¬ 
vided that the creditor has exercised 
reasonable diligence in obtaining the ap¬ 
provals or reports. Where an application 
is incomplete, a creditor shall make rea¬ 
sonable efforts to notify the applicant 
of the incompleteness and shall allow the 
applicant a reasonable opportunity to 
comnlete the application. 

<g) Board means the Board of Gover¬ 
nors of the Federal Reserve System 

<h) Consumer credit means credit ex¬ 
tended to a natural person in which the 
money, property, or service that is the 
subject of the transaction is primarily 
for personal, family, or household pur¬ 
poses. 

(i) Contractually liable means ex¬ 
pressly obligated to repay all debts aris¬ 
ing on an account by reason of an agree¬ 
ment to that effect. 

( j ) Credit means the right granted by 
a creditor to an applicant to defer pay¬ 
ment of a debt, incur debt and defer its 
payment, or purchase property or serv¬ 
ices and defer payment therefor. 

<k) Credit card means any card, plate, 
coupon book, or other single credit de¬ 
vice existing for the purpose of being 
used from time to time upon presenta¬ 
tion to obtain money." property, or serv¬ 
ices on credit. 

<1) Creditor means a person who. in 
the ordinary course of business, regularly 
participates in the decision of whether or 
not to extend credit. The term includes 
an assignee, transferee, or subrogee of 
an original creditor: but an assignee, 
transferee, subrogee, or other creditor is 
not a creditor regarding any violation of 
the Act or this Part committed by the 
original or another creditor unless the 
assignee, transferee, subrogee, or other 
creditor knew* or reasonably should have 
known of the act, policy, or practice that 
constituted the violation before its in¬ 
volvement with the credit transaction. 
The term does not include a person 
whose only participation in a credit 
transaction involves honoring a credit 
card. 

(m) Credit transaction means every* 

aspect of an applicant's dealings with a 
creditor regarding an application for or 
an existing extension of credit, including, 
but not limited to, information require¬ 
ments, investigation procedures, stand¬ 
ards of creditworthiness, terms of credit, 
furnishing of credit information, revoca¬ 
tion, alteration, or termination of credit 
and collection procedures. f 

(n) Discriminate against an appli? an 
means to treat an applicant less favor¬ 
ably than other applicants. 

<o> Empirically derived credit system. 
(1) The term means a credit scoring^' 
tern that evaluates creditworthiness P 
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marily by allocating points (or com¬ 
parable basis for assigning weights) to 
Information obtained about applicants in 
relation to the predictive variables that 
are Anally included in the system. In 
such a system, the total number of points 
(or comparable basis for assigning 
weights) allocated to an applicant: 

<i) Depends upon how the applicant, 
with respect to such predictive variables, 
compares with a probability sample 
drawn from, or a complete census com¬ 
posed of. previous applicants of a creditor 
who applied for credit within an imme¬ 
diately preceding reasonable period of 
time; and 

(ii) Determines, alone or in conjunc¬ 
tion with additional information about 
the applicant, whether an applicant is 
deemed creditworthy. 

(2) A demonstrably and statistically 
sound, empirically derived credit system 
is a system: 

(i) In which, if a complete census is not 
used, the sample is obtained by the appli¬ 
cation of, and in accordance with, gen¬ 
erally accepted sampling principles and 
procedures, including pure or stratified 
random selection from the applicant file; 

(ii> In which consideration is given to 
the characteristics of rejected as well as 
accepted applicants in the model devel¬ 
opment process; 

(iii) In which the predictive variables 
finally included in the system are de¬ 
veloped from the statistical sample or 
census of applicants, and the points (or 
comparable basis for assigning weights) 
to be given to such predictive variables 
are determined, in the aggregate, to have 
a statistically significant relation, at the 
95 percent or higher level, to credit risk 
under appropriate standards of analysis; 

(iv) Which is developed for the pur¬ 
pose of predicting the creditworthiness of 
applicants with respect to the legitimate 
business interests of the creditor utiliz¬ 
ing the system, including, but not limited 
to. minimizing bad debt losses and 
operating expeqpes in accordance with 
the creditor’s business judgment; and 

<v) Which is validated as to its pre¬ 
dictive ability by appropriate statistical 
t*sts applied to an independent sample 
drawn from the applicant file in devel¬ 
oping the system or, in the case of a 
system developed by utilizing a complete 
census, to a sampled subset of the com¬ 
plete census that was held out and not 
pped in the hvpothesis testing and sta- 
tisti ca i estimation required in the em- 
Pincal development of the system, and, 
regarding subsequent applicants of the 
^pnitor. is revalidated at reasonable 
periods and is adjusted as appropriate 
. tisticaUy significant changes in its 
Predictive ability as a result of such vali¬ 
dation and revalidation tests, 
c* Jui A creditor desiring to use a demon- 
and statistically sound, empiri- 
PifK derived credit system may secure 
pvrifi] a fuU - v " d cveloped system or credit 
mft? r L enc ? from which such a system 
KvcL be developed. Any such borrowed 
pyt^h? or system based upon borrowed 
f 1 nce must satisfy the tests set 
^rtn in paragraphs (lHoHl) and (2)’ 


of this section. In addition, validation of 
the system on the basis of the borrow¬ 
ing creditor’s own credit experience must 
commence within one year of the date 
that the system is initially used by the 
borrowing creditor. 

(p> Extend credit and extension of 
credit mean the granting of credit in any 
form and include, but are not limited to. 
credit granted in addition to any exist¬ 
ing credit or credit limit; credit granted 
pursuant to an open end credit plan; 
the refinancing or other renewal of 
credit, including the issuance of a new 
credit card in place of an expiring credit 
card or in substitution for an existing 
credit card; the consolidation of two or 
more obligations; or the continuance of 
existing credit without any special effort 
to collect at or after maturity. 

(q) Good faith means honesty in fact 
in the conduct or transaction. 

(r) Inadvertent error means a me¬ 
chanical. electronic, or clerical error that 
a creditor demonstrates was not inten¬ 
tional and occurred notwithstanding the 
maintenance of procedures reasonably 
adapted to avoid any such error. 

(s> Judgmental system of evaluating 
applicants means any system for evalu¬ 
ating the creditworthiness of an appli¬ 
cant other than a demonstrably and sta¬ 
tistically sound, empirically derived 
credit system. 

(t) Marital status means the state of 
being unmarried, married, or separated, 
as defined by applicable State law. For 
the purposes of this Part, the term “un¬ 
married” includes persons who are 
single, divorced, or widowed. 

<u> Negative factor or value , in rela¬ 
tion to the age of an elderly applicant, 
means utilizing a factor, value, or weight 
that is less favorable regarding elderly 
applicants than it is regarding the class 
of applicants most favored by a creditor 
on the basis of age. 

(v) Open end credit means credit ex¬ 
tended pursuant to a plan under which 
the creditor may permit the applicant 
to make purchases or obtain loans from 
time to time directly from the creditor 
or indirectly by use of a credit card., 
check, or other device as the plan may 
provide. The term does not include nego¬ 
tiated advances under an open end real 
estate mortgage or a letter of credit. 

(w) Person means a natural person, 
corporation, government or governmen¬ 
tal subdivision or agency, trust, estate, 
partnership, cooperative, or association. 

(x> Pertinent element of creditworthi¬ 
ness, in relation to a system of evaluating 
applicants, means any information about 
applicants that a creditor obtains and 
considers and that has a manifest rela¬ 
tionship to a determination of credit- 
worthiness. 

(y) Prohibited basis means race, color, 
religion, national origin, sex. marital 
status, or age (provided that the appli¬ 
cant has the capacity to enter into a 
binding contract); the fact that all or 
part of the applicant’s income derives 
from any public assistance program, or 
the fact that the applicant has in good 


faith exercised any right under the Con¬ 
sumer Credit Protection Act.* 

(z) Public assistance program means 
any Federal, State, or local governmen¬ 
tal assistance program that provides a 
direct, continuing, periodic income sup¬ 
plement, whether premised on entitle¬ 
ment or need. The term includes, but Is 
not limited to. Aid to Families with De¬ 
pendent Children, food stamps, rent and 
mortgage supplement or assistance pro¬ 
grams. Social Security and Supplemental 
Security Income, and unemployment 
compensation. 

(aa) State means any State, the Dis¬ 
trict of Columbia, the Commonwealth of 
Puerto Rico, or any territory or posses¬ 
sion of the United States. 

(bb) Captions and catchlines are in¬ 
tended solely as aids to convenient re¬ 
ference, and no inference as to the sub¬ 
stance of any provision of this Part may 
be drawn from them. 

(cc) Footnotes shall have the same 
legal effect as the text of the regulation, 
whether they are explanatory or illustra¬ 
tive in nature. 

§ 202.3 Special treatment for certain 
elates of transactions. 

(a) Classes of transactions afforded 
special treatment . Pursuant to section 
703(a) of the Act, the following classes 
of transactions are afforded specialized 
treatment: 

(l) Extensions of credit relating to 
transactions under public utility tariffs 
involving services provided through pipe, 
wire, or other connected facilities if the 
charges for such public utility services, 
the charges for delayed payment, and 
any discount allowed for early payment 
are filed with, or reviewed or regulated 
by, an agency of the Federal Govern¬ 
ment. a State, or a political subdivision 
thereof; 

(2) Extensions of credit subject to 
regulation under section 7 of the Securi- 


"The first clause of the definition Is not 
limited to characteristics of the applicant. 
Therefore, “prohibited basis*’ as used in this 
Part refers not only to the race, color, reli¬ 
gion. national origin, sex, marital status, or 
age of the applicant (or of partners or offi¬ 
cers of the applicant). but refers also to the 
characteristics of individuals with whom the 
applicant deals. This means, for example, 
that, under the general rule stated in § 202.4, 
a creditor may not discriminate against a 
non-Jewish applicant because of that per¬ 
son’s business dealings with Jews, or dis¬ 
criminate against an applicant because of the 
characteristics of persons to whom the ex¬ 
tension of credit relates (e.g., the prospec¬ 
tive tenants in an apartment complex to be 
constructed with the proceeds of the credit 
requested). or because of the characteristics 
of other individuals residing In the neighbor¬ 
hood where the property offered as collateral 
Is located. A creditor may take into account, 
however, any applicable law. regulation, or 
executive order restricting dealings with citi¬ 
zens or governments of other countries oi 
imposing limitations regarding credit ex¬ 
tended for their use. 

The second clause is limited to the appli¬ 
cant’s receipt of public assistance Income and 
to the applicant’s good faith exercise of rights 
under the Consumer Credit Protection Act. 
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ties Exchange Act of 1934 or extensions 
of credit by a broker or dealer subject 
to regulation as a broker or dealer under 
the Securities Exchange Act of 1934. 

(3) Extensions of consumer credit, 
other than of the types described in 
paragraphs (a) (1) and <2) of this sec¬ 
tion, that: 

(i) Are not made pursuant to the terms 
of a credit card account; 

<ii) Regarding which no finance 
charge as defined in § 226.4 of this Title 
(Regulation Z, 12 CFR 226.4) is or may 
be imposed; and 

(Hi) Which are not payable by agree¬ 
ment in more than four installments; 

(4) Extensions of credit primarily for 
business or commercial purposes, includ¬ 
ing extensions of credit primarily for 
agricultural purposes, but excluding ex¬ 
tensions of credit of the types described 
in paragraphs (a) (1) and (2) of this sec¬ 
tion; 

(5> Extensions of credit made to gov¬ 
ernments or governmental subdivisions, 
agencies, or instrumentalities. 

<b> Public utilities credit. The follow¬ 
ing provisions of this Part shall not 
apply to extensions of credit of the type 
described in paragraph (a)(1) of this 
section. 

(1) Section 202.5(d) (1) concerning in¬ 
formation about marital status; 

(2) Section 202.5(d) (3) concerning in¬ 
formation about the sex of an applicant; 

(3) Section 202.10 relating to furnish¬ 
ing of credit information; and 

<4> Section 202.12(b) relating to rec¬ 
ord retention. 

(c) Securities credit. The following 
provisions of this part shall not apply to 
extensions of credit of the type described 
in paragraph (a>(2) of this section. 

(1) Section 202.5<c) concerning infor¬ 
mation about a spouse or former spouse; 

<2 > Section 202.5(d) (1) concerning in¬ 
formation about marital status; 

(3) Section 202.5(d) (3) concerning in¬ 
formation about the sex of an applicant; 

(4) Section 202.7(b) relating to desig¬ 
nation of name, but only to the extent 
necessary to prevent violation of rules 
regarding an account in which a broker 
or dealer has an interest, or rules neces¬ 
sitating the aggregation of accounts of 
spouses for the purpose of determining 
controlling interests, beneficial interests, 
beneficial ownership, or purchase limita¬ 
tions and restrictions: 

<5> Section 202.7(0 relating to action 
concerning open end accounts, but only 
to the extent the action taken is on the 
basis of a change of name or marital 
status; 

‘6) Section 202.7(d» relating to signa¬ 
tures of a spouse or other persons; 

(7) Section 202.10 relating to furnish¬ 
ing of credit information: and 

♦ 8) Section 202.12(b) relating to rec¬ 
ord retention. 

(d) Incidental credit. The following 
provisions of this Part shall not apply to 
extensions of credit of the type described 
in paragraph (a)(3) of this section. 

(1) Section 202.5(c) concerning infor¬ 
mation about a spouse or former spouse; 

(2) Section 202.5(d) (1) concerning in¬ 
formation about marital status; 


(3) Section 202.5(d) (2) concerning in¬ 
formation about income derived from 
alimony, child support, or separate main¬ 
tenance payments; 

(4) Section 202.5(d) (3) concerning in¬ 
formation about the sex of an applicant; 

<5> Section 202.7(d) relating to signa¬ 
tures of a spouse or other persons; 

(6) Section 202.9 relating to notifica¬ 
tions; 

(7) Section 202.10 relating to furnish¬ 
ing of credit information; and 

(8) Section 202.12(b) relating to rec¬ 
ord retention. 

<e) Business credit. The following 
provisions of this Part shall not apply to 
extensions of credit of the type described 
in paragraph (a)(4) of this section. 

(1) Section 202.5(d)(1) concerning 
information about marital status; 

(2) Section 202.5(d)(3) concerning 
information about the sex of an appli¬ 
cant; 

(3) Section 202.9 relating to notifi¬ 
cations, unless an applicant, within 30 
days after adverse action has been taken, 
requests in writing the reasons for such 
action; 

(4) Section 202.10 relating to furnish¬ 
ing of credit information; and 

(5) Section 202.12<b) relating to rec¬ 
ord retention, unless an applicant, within 
90 days after adverse action has been 
taken, requests in writing that the rec¬ 
ords relating to the application be re¬ 
tained. 

(f) Governmental credit. Except for 
§ 202.1 relating to authority, scope, en¬ 
forcement, penalties and liabilities, and 
interpretations, § 202.2 relating to defini¬ 
tions and rules of construction, this sec¬ 
tion, § 202.4 relating to the general rule 
prohibiting discrimination. § 202.6(a) 
relating to the use of information, 
§ 202.11 relating to State laws, and 
§ 202.12(a) relating to the retention of 
prohibited information ^the provisions of 
this part shall not apply to extensions of 
credit of the type described in paragraph 
(a) (5) of this section. 

§ 202.4 (General rule prohibiting di*- 
eri mi nation. 

A creditor shall not discriminate 
against an applicant on a prohibited 
basis regarding any aspect of a credit 
transaction. 

§ 205.5 Rules concerning application*. 

(a) Discouraging applications. A cred¬ 
itor shall not make any oral or written 
statement, in advertising or otherwise, to 
applicants or prospective applicants that 
would discourage on a prohibited basis a 
reasonable person from making or pur¬ 
suing an application. 

(b> General rules concerning requests 
lor information. (1) Except as otherwise 
provided in this section, a creditor may 
request any information in connection 
with an application. 4 


1 This subsection Is not intended to limit or 
abrogate any Federal or State law regarding 
privacy, privileged information, credit re¬ 
porting limitations, or similar restrictions 
on obtainable information. Furthermore, 
permission to request information should not 
be confused with how it may be utilized, 
which is governed by § 202.6 (rules concern¬ 
ing evaluations of applications). 


2. A creditor shall request an appli¬ 
cant’s race-national origin, sex. and 
marital status as required in § 202.13 (in¬ 
formation for monitoring purposes). In 
addition, a creditor shall obtain any 
other information if ordered to do so by 
a court or an enforcement agency (in¬ 
cluding the Attorney General or a simi¬ 
lar State official) or if required pursuant 
to an enforcement agreement with a 
court or agency, to monitor compliance 
with the Act, this part, or other Federal 
or State statute or regulation. 

<3) The provisions of this section lim¬ 
iting permissible information requests 
are subject to the provisions of para¬ 
graphs (b) and (C> of § 202.8 (special 
purpose credit programs). 

<c> Information about a spouse or 
former spouse. (1) Except as permitted 
in this subsection, a creditor may not re* 
quest any information concerning the 
spouse or former spouse of an appli¬ 
cant. 

(2) A creditor may request any infor¬ 
mation concerning an applicant’s spouse 
<or former spouse under (paragraph (c> 
(2) (v) of this section) that may be re¬ 
quested about the applicant if: 

(i) The spouse will be permitted to 
use the account; or 

<ii) The spouse will be contractually 
liable upon the account; or 

(iii) The applicant is relying on the 
spouse’s income as a basis for repayment 
of the credit requested; or 

(iv) The applicant resides in a com¬ 
munity property State or property upon 
which the applicant is relying as a basis 
for repayment of the credit requested 
is located in such a State; or 

(v) The applicant is relying on ali¬ 
mony, child support, or separate main¬ 
tenance payments from a spouse or for¬ 
mer spouse as a basis for repayment of 
the credit requested. 

<3) A creditor may request an appli¬ 
cant to list any account upon which the 
applicant is liable and to provide the 
name and address in which such account 
is carried. 

(d> Information a creditor cannot re¬ 
quest. (1) If an applicant applies for an 
individual, unsecured account, a credi¬ 
tor shall not request the applicant’s 
marital status, unless the applicant re¬ 
sides in a community property State or 
property upon which the applicant is 
relying as a basis for repayment of the 
credit requested is located in such a 
State. 1 In all other instances, a creditor 
may request an applicant’s marital 
status, but only the terms “married. 1 


r * This provision does not preclude request¬ 
ing relevant information that may iu«i- 
rectly disclose marital status, such as asKing 
about liability to pay alimony, child sup¬ 
port, or separate maintenance: the soyrt 
of Income to be used as a basis for the repay¬ 
ment of the credit requested, which ma 
disclose Phat it is a spouse s income. wh * lD 
any obligation disclosed by the appnean 
has a co-obligor, which may disclose 
the co-obllgor is a spouse or former sp°u^ 
or the ownership of assets, which may al¬ 
dose the interest of a spouse, when svah 
assets are relied upon in extending 
credit. Such inquiries are allowed by 
general rule of paragraph (h)(1) 01 1 
section. 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 







PROPOSED RULES 


49135 


“unmarried.” and “separated” shall be 
used. A creditor may explain that the 
category “unmarried” includes single, 
divorced, and widowed persons. 

(2) A creditor shall not inquire 
whether any income stated in an ap¬ 
plication is derived from alimony, child 
support, or separate maintenance pay¬ 
ments, unless the creditor first conspicu¬ 
ously discloses to the applicant that such 
income need not be revealed if the ap¬ 
plicant does not desire the creditor to 
consider such income in determining the 
applicant’s creditworthiness. Since a 
general inquiry about income, without 
further specification, may lead an ap¬ 
plicant to disclose alimony, child sup¬ 
port, or separate maintenance income 
without being aware of the optional 
character of that disclosure, a creditor 
shall provide an appropriate notice to 
an applicant before inquiring about the 
source of an applicant’s income, unless 
the terms of the inquiry preclude the 
unintentional disclosure of alimony, 
child support, or separate maintenance 
payments (such as an inquiry about 
salary, wages, employment income, in¬ 
vestment income, or similarly specified 
Income). 

<3) A creditor shall not request the 
sex of an applicant. An applicant may 
be requested to designate a title on an 
application form (such as Ms.. Miss, 
Mr., or Mrs.) if the form first conspicu¬ 
ously discloses that the designation of 
such a title is optional. An application 
form shall otherwise use only terms that 
are neutral as to sex. 

(4) A creditor shall not request in¬ 
formation about birth control practices, 
Intentions concerning the bearing or 
rearing of children, or capability to 
bear children. This does not preclude 
a creditor from inquiring about the 
number and ages of an applicant’s de¬ 
pendents or about dependent-related fi¬ 
nancial obligations or expenditures. 

'5) A creditor shall not request the 
face, color, religion, or national origin of 
an applicant or any other person in con¬ 
nection with a credit transaction. A 
creditor may inquire, however, as to an 
applicant’s permanent residence and 
immigration status. 

(e> Application forms . A creditor may 
design its own application forms in con¬ 
formity with the provisions of this sec¬ 
tion. Alternatively, if a creditor wishes, 
ft may utilize the model application 
forms contained in Appendix B. In using 
the Appendix B forms, a creditor may 
delete any Information item in its en- 
tirety and may rearrange the format. 

modifying the substance, of the 
nquiries. provided that the appropriate 
otices regarding the optional nature of 

titles ( Ms., Miss. Mr.. Mrs. Other_”). 

tne option to disclose alimony, child 
i\ or se P arft te maintenance, and 
i if™ .tto? concerning marital status 
^ ( ,Do not com Plete if this is an 
PPlication for an individual account.”) 
we c° n sp icuou S | y indeed m the appro- 
rPiQff p aces if the items to which they 
te appear on a creditor's version of 
forms. In addition, if a creditor 


desires, it may include on its credit ap¬ 
plication forms the ECOA notice set 
forth in § 202.9(b) (1). To the extent that 
a creditor utilises the model forms or 
modifies them in accordance with the 
provisions of this subsection, that credi¬ 
tor shall be acting in compliance with the 
provisions of paragraphs (c) and (d) of 
this section. 

§ 202.6 Rulo8 concerning evaluation of 
application*. 

(a) General rule concerning use of in¬ 
formation. Except as otherwise provided 
in the Act and this part, a creditor may 
consider in evaluating an application any 
information that the creditor obtains, so 
long as the information is not used to 
discriminate against an applicant on a 
ornhibited basis. 0 

(b> Specific rules concerning use of 
information. (1) Except as provided in 
the Act and this part, a creditor shall not 
take a prohibited basis into account in 
any system of evaluating the credit¬ 
worthiness of applicants. 7 

(2) <i) Except as permitted in this sec¬ 
tion, a creditor shall not take into ac¬ 
count an applicant’s age (provided that 


0 This subsection permits a creditor to con¬ 
sider any Information obtained in accord¬ 
ance with the provisions of the Act and this 
part so long as the information is not used 
to discriminate against an applicant on a 
prohibited basis. In this regard, paragraph 
(b) of this section specifically proscribes cer¬ 
tain practices (such as assumptions about 
age, telephone listings, child bearing or rear¬ 
ing, and Income from part-time employ¬ 
ment) that Involve the use of insufficiently 
refined general Information not causally re¬ 
lated to a determination of creditworthiness 
where the effect of using such Information 
may be to discriminate against an applicant 
on a prohibited basis even though the credi¬ 
tor has no intent to discriminate. 

There are other practices, however, that 
are not specifically proscribed by paragraph 
(b) of this section that, in certain circum¬ 
stances. also may have the effect of unlaw¬ 
fully discriminating against applicants if (1) 
Those practices result in adverse credit deci¬ 
sions regarding applicants who are members 
of a class protected by the Act and this part; 
(11) 8ucb decisions occur at a significantly 
higher rate than adverse decisions involving 
applicants who are not members of the pro¬ 
tected class; and (ill) The information or 
evaluation criteria underlying the practice 
does not have a manifest relationship to the 
creditor's determination of creditworthiness. 

The legislative history of the Act indicates 
that the Congress Intended this “effects test" 
concept, as outlined in the employment field 
by the Supreme Court In the cases of Griggs 
v Duke Power Co.. 401 U S. 424 (1971). and 
Albemarle Paper Co. v. Moody. 422 US. 405 
(1975). to be applicable to a creditor's deter¬ 
mination of creditworthiness. See Senate Re¬ 
port to accompany H R. 6516, No. 94-689. pp. 
4-5; House Report to accompany H.R. 6516 
No. 94-210. p. 5. 

1 This provision does not prevent a creditor 
from considering the marital status of an 
applicant or the source of an applicant’s in¬ 
come for the purpose of ascertaining the 
creditor’s rights and remedies applicable to 
the particular extension of credit and not to 
discriminate in a determination of credit- 
worthiness. Furthermore, a prohibited basis 
may be considered in accordance with 5 202.8 
(special purpose credit programs). 


the applicant has the capacity to enter 
into a binding contract ) or whether an 
applicant’s income derives from any pub¬ 
lic assistance program. 

<ii) In a demonstrably and statistically 
sound, empirically derived credit system, 
a creditor may use an applicant’s age as 
a predictive variable, provided that the 
age of an elderly applicant is not as¬ 
signed a negative factor or value. 

(ill) In a judgmental system of evalu¬ 
ating creditworthiness, a creditor may 
consider an applicant’s age or whether 
an applicant’s income derives from any 
public assistance program only for the 
purpose of determining a pertinent ele¬ 
ment of creditworthiness." 

(iv> In any system of evaluating 
creditworthiness, a creditor may consider 
the age of an elderly applicant when 
such age is to be used to favor the elderly 
applicant in extending credit. 

(3) A creditor shall not use assump¬ 
tions or aggregate statistics relating to 
the likelihood that any group of persons 
will bear or rear children or, for that 
reason, will receive diminished or inter¬ 
rupted income in the future. 

(4) A creditor shall not take into ac¬ 
count the existence of a telephone listing 
in the name of an applicant for con¬ 
sumer credit. A creditor may take into 
account the existence of a telephone in 
the residence of such an applicant. 

(5) A creditor shall not discount or 
exclude from consideration the income 
of an applicant or the spouse of the ap¬ 
plicant because of a prohibited basis or 
because it is derived from part-time em¬ 
ployment. but a creditor may consider 
the amount and probable continuance of 
any income In evaluating an applicant’s 
creditworthiness. Where an applicant 
relies on alimony, child support, or sepa¬ 
rate maintenance payments in applying 
for credit, a creditor shall consider such 


• Concerning income derived from a public 
assistance program, a creditor may consider, 
for example, the length of time an applicant 
has been receiving such income; whether an 
applicant Intends to continue to reside In the 
jurisdiction In relation to residency require¬ 
ments for benefits; and the status of a» 
applicant's dependents to ascertain whether 
benefits that the applicant is presently re¬ 
ceiving will continue. 

Concerning age, a creditor may consider, 
for example, the occupation and length of 
time to retirement of an applicant to ascer¬ 
tain whether the applicant’s income (includ¬ 
ing retirement Income, as applicable) wUl 
support the extension of credit until its ma¬ 
turity: or the adequacy of any security 
offered if the duration of the credit extension 
wUl exceed the life expectancy of the appli¬ 
cant. An elderly applicant might not qualify 
for a five-percent down, 30-year mortgage 
loan because the duration of the loan exceeds 
the applicant's life expectancy and the cost 
of realizing on the collateral might exceed 
the applicant's equity. The same applicant 
might qualify with a larger downpayment 
and a shorter loan maturity. A creditor could 
also consider an applicant’s age. for example, 
to assess the significance of the applicant’s 
length of employment or residence (a young 
applicant may have Just entered the job 
market: an elderly applicant may recently 
have retired and moved from a long-time 
residence). 
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payments as income to the extent that 
they are likely to be consistently made. 
Factors that a creditor may consider in 
determining the likelihood of consistent 
payments include, but are not limited to, 
whether the payments are received pur¬ 
suant to a written agreement or court 
decree; the length of time that the pay¬ 
ments have been received; the regularity 
of receipt; the availability of procedures 
to compel payments ; and the credit- 
worthiness of the payor, including the 
credit history of the payor where avail¬ 
able to the creditor under the Fair Credit 
Reporting Act or other applicable laws. 

<6> To the extent that a creditor con¬ 
siders credit history in evaluating the 
creditworthiness of similarly qualified 
applicants for a similar type and amount 
of credit, in evaluating an appli¬ 
cant’s creditworthiness, a creditor shall 
consider; 

li) The credit history, when available, 
of accounts designated as accounts that 
the applicant and a spouse are permitted 
to use or for which both are primarily 
liable; 

(ii> On the applicant’s request, any in¬ 
formation that the applicant may present 
tending to indicate that the credit his¬ 
tory being considered by the creditor does 
not accurately reflect the applicant’s 
creditworthiness; and 

<iii> On the applicant’s request, the 
credit history, when available, of any 
account reported in the name of the ap¬ 
plicant’s spouse or former spouse that 
the applicant can demonstrate accu¬ 
rately reflects the applicant’s credit- 
worthiness. 

<7> A creditor may consider whether 
an applicant is a permanent resident of 
the United States, the applicant’s im¬ 
migration status, and such additional in¬ 
formation as may be necessary to ascer¬ 
tain its rights and remedies regarding 
repayment. 

(c ) State property laws. A creditor’s 
consideration or application of State 
property laws directly or indirectly af¬ 
fecting creditworthiness shall not con¬ 
stitute unlawful discrimination for the 
purposes of the Act or this part. 

§ 202.7 Itulc* concerning extension* of 
credit. 

(a) Individual accounts. A creditor 
shall not refuse to grant an individual 
account to a creditworthy applicant on 
the basis of sex. marital status, or any 
other prohibited basis. 

<b) Designation of name. A creditor 
shall not prohibit an applicant from 
opening or maintaining an account in a 
birth-given first name and a surname 
that is the applicant’s birth-given sur¬ 
name, spouse’s surname, or a combined 
surname. 

<c) Action concerning existing open 
end accounts (1) in the absence of evi¬ 
dence of inability or unwillingness to re¬ 
pay, a creditor shall not take any of the 
following actions regarding an applicant 
who is contractually liable on an exist¬ 
ing open end account on the basis of the 
applicant’s reaching a certain age or 
retiring or on the basis of a change in 
the applicant's name or marital status: 


<i) Require a reapplication; or 

<ii» Change the terms of the account; 
or 

mi) Terminate the account. 

< 3» A creditor may require a reapplica¬ 
tion regarding an open end account on 
the basis of a change in an applicant’s 
name or marital status where the credit 
granted was based on income earned by 
the applicant’s spouse if the applicant’s 
income alone at the time of the original 
application would not support the 
amount of credit currently extended. 

< d) Signature of spouse or other per¬ 
son. (1» Except as provided in paragraph 
«d><2) of this section, a creditor shall 
not require the signature of an appli¬ 
cant’s spouse on any credit instrument 
if the applicant qualifies under the cred¬ 
itor’s standards of creditworthiness for 
the amount ,and terms of the credit re¬ 
quested. When property is relied upon 
to establish creditworthiness, a creditor 
may consider State law. the form of own¬ 
ership of the property; its amenability 
to attachment, execution, severance, and 
partition; and other factors that may 
affect the value to the creditor of the 
applicant’s interest in the property. 

'2 )If an applicant requests individ¬ 
ual, secured credit and the applicant’s 
spouse has or will have an interest in 
the property being offered as security, 
the creditor may require the signature 
of the spouse on any instrument that is 
necessary to make the property avail¬ 
able to satisfy the debt in the event of 
default, for example, any instrument 
necessary to create a valid lien, pass 
clear title, waive inchoate rights, or as¬ 
sign earnings. 

<3> If, v under a creditor's standards 
of creditworthiness, the personal liability 
of a party other than the applicant is 
necessary to support the extension of 
the credit requested, the creditor may re¬ 
quest that the applicant obtain a co¬ 
signer, guarantor, or the like. The ap¬ 
plicant’s spouse may serve as an addi¬ 
tional party, but the creditor shall not 
require that the spouse be the additional 
party. 

(4) Where a married applicant re¬ 
quests individual, unsecured credit and 
resides in a community property State 
or the property upon which the appli¬ 
cant is relying is located in such a State, 
a creditor may require the signature of 
the spouse on any instrument that is 
necessary to make the community prop¬ 
erty available to satisfy the debt in the 
event of default if: 

(i) Applicable State law denies the ap¬ 
plicant power to manage or control suf¬ 
ficient community property to qualify 
for the amount of credit requested un¬ 
der the creditor’s standards of credit- 
worthiness; and 

«il) The applicant does not have suf¬ 
ficient separate property to qualify for 
the amount of credit requested without 
regard to any community property. 

<e) Insurance . Differentiation in the 
availability, rates and terms on which 
credit-related casualty insurance or 
credit life, health, accident, or disability 
insurance is offered or provided by a 


creditor to an applicant shall not con¬ 
stitute a violation of the Act or this 
part. 

§ 202.8 Special purpose credit pro¬ 
gram*. 

(a) General rule and standards for 
programs. The Act and this Part are not 
violated and adverse action is not taken 
if. pursuant to any of the following types 
of special purpose credit programs, a 
creditor refuses to extend credit to an 
applicant solely because the applicant 
does not qualify under the special re¬ 
quirements that define eligibility for the 
particular program: 

(1) Any credit assistance program ex¬ 
pressly authorized by Federal or Ste.te 
law for the benefit of an economically 
disadvantaged class of persons; or 

»2> Any credit assistance program ad¬ 
ministered by a not-for-profit organiza¬ 
tion. as defined under section 501 <c> of 
the Internal Revenue Code of 1954, as 
amended, for the benefit of its members 
or for the benefit of an economically dis¬ 
advantaged class of persons; or 

< 3 ) Any special purpose credit program 
offered by a profit-making organization 
to meet special social needs, provided 
that; 

<i> The program is established and ad¬ 
ministered pursuant to a written plan 
that: (A) Identifies the class or classes 
of persons that the program is designed 
to benefit and <B> Sets forth the pro¬ 
cedures and standards for extending 
credit pursuant to the program: 

<ii> The program is established and 
administered to extend credit to a class 
of persons who, pursuant to the cus¬ 
tomary standards of creditworthiness 
used by the program organization, either 
probably would not receive such credit 
or probably would receive it on less favor¬ 
able terms than are ordinarily available 
to other applicants applying to the or¬ 
ganization for a similar type and amount 
of credit: and 

<iii> The program is administered so 
as not to discriminate against an ap¬ 
plicant on the basis of race, color, re¬ 
ligion. national origin, sex, marital 
status, age t provided that the applicant 
has the capacity to enter into a binding 
contract), income derived from a public 
assistance program, or good faith exer¬ 
cise of any right under the Consumer 
Credit Protection Act, except that all 
program participants may be required to 
share one or more of those characteris¬ 
tics so long as the program was not es¬ 
tablished and is not administered with 
the purpose of evading the requirements 
of the Act or this part. 

<b) Special rule concerning requests 
and use of information. If all partici¬ 
pants in any of the three types of special 
purpose credit programs described w 
paragraph (a) of this section are re¬ 
quired to possess one or more common 
characteristics relating to race, color, re¬ 
ligion. national origin, sex, maritai 
status, age, or receipt of income trom 
a public assistance program and if tne 
special purpose credit program other* 
wise satisfies the requirements of para* 
graph <a > of this section, then, notwicn- 
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standing the prohibitions of §§ 202.5 and 
202.6, the creditor may request of an 
applicant and may consider, in determin¬ 
ing eligibility for such program, infor¬ 
mation regarding the common character¬ 
istics required for eligibility. In such cir¬ 
cumstances. the solicitation and consid¬ 
eration of that information shall not 
constitute unlawful discrimination for 
the purposes of the Act or this Part. 

(c> Special rule in the case of finan¬ 
cial need. If financial need is one of the 
criteria for the extension of credit under 
any of the three types of special purpose 
credit programs described in paragraph 
<a> of this section, then, notwithstand¬ 
ing the prohibitions of §§ 202.5 and 202.6, 
the creditor may request and consider, 
in determining eligibility for such pro¬ 
gram. information regarding an appli¬ 
cant's marital status, income from ali¬ 
mony, child support, or separate mainte¬ 
nance. and the spouse’s financial re¬ 
sources. In addition, notwithstanding the 
prohibitions of § 202.7(d), a creditor may 
require the signature of an applicant’s 
spouse or other person on an applica¬ 
tion or credit instrument if required by 
Federal or State law. In such circum¬ 
stances, the solicitation and considera¬ 
tion of that information and the ob¬ 
taining of a required signature shall not 
constitute unlawful discrimination for 
the purposes of the Act or this part. 


§ 202.9 Notification*. 

<a) Notification of action taken , 
ECO A notice , and statement of specific 
reasons —(1) Notification of action 
taken. A creditor shall notify an appli¬ 
cant of action taken within a reason¬ 
able time not to exceed 30 days: 

<i) After receiving a completed appli¬ 
cation concerning the creditor's approv¬ 
al of, or adverse action regarding, the 
application (notification of approval 
may be express or by implication, where, 
for example, the applicant receives a 
credit card, money, property, or services 
in accordance with the application); 

<ii) After taking adverse action be- 
fore an application is completed; and 
( iii> After taking adverse action re¬ 
garding an existing account. 

<2) Content of notification. Any noti¬ 
fication given to an applicant against 
whom adverse action is taken shall be 
in writing and shall contain: a state¬ 
ment of the action taken; a statement 
of the provisions of section 701(a) of 
fne Act; the name and address of the 
recieral agency that administers com- 
Pnance concerning the creditor giving 
the notification; and 

^ statern ent of specific reasons for 
the action taken; or 

rirrK 1 ,^ titsclosure Of the applicant’s 
«gnt to a statement of reasons within 
f after receipt by the creditor of 
made within 60 days of such 
t £ n ’ the disclosure to include the 
thp >v-r! lC ^ ress ar *d telephone number of 
**?<>» or office from which the state- 
cmiltpf „ r ,! asons can be obtained. If the 
of rpn ^ hoos ® sto ‘P ro vide the statement 
abo Whf rf ° ra!I I' the notification shall 
include a disclosure of the appli¬ 


cant’s right to have any oral statement of 
reasons confirmed in writing within a 
reasonable time, not to exceed 30 days, 
after a written request for confirmation 
is made by the applicant. 

(3) Multiple applicants. If there Is 
more than one applicant, the notifica¬ 
tion need only be given to one of them, 
but must be given to the primary appli¬ 
cant where one is readily apparent. 

(4) Multiple creditors. If a transac¬ 
tion involves more than one creditor 
and the applicant accepts the credit of¬ 
fered, this section does not require fur¬ 
ther notification by any creditor. If a 
transaction involves more than one 
creditor and the applicant does not ac¬ 
cept the credit offered, then each credi¬ 
tor must comply with this section. The 
required notification may be provided 
indirectly through a third party, which 
may be one of the creditors, provided 
that the identity of each creditor is dis¬ 
closed. Whenever the notification is to 
be provided through a third party, a 
creditor shall not be liable for any act 
or omission of the third party that con¬ 
stitutes a violation of this section if the 
creditor accurately and timely provided 
the third party with the information 
necessary for the notification and was 
maintaining procedures reasonable 
adapted to avoid any such violation. 

(b> Form of ECO A notice and state¬ 
ment of specific reasons —(1) ECO A no¬ 
tice. A creditor satisfies the requirements 
of paragraph (a)(2) of this section re¬ 
garding a statement of the provisions of 
section 701(a) of the Act and the name 
and address of the appropriate Federal 
enforcement agency if it provides the 
following notice, or one that is substan¬ 
tially similar: 

The Federal Equal Credit Opportunity Act 
prohibits creditors from discriminating 
against credit applicants on the basis of race, 
color, religion, national origin, sex. marital 
status, age (provided that the applicant has 
the capacity to enter into a binding con¬ 
tract); because all or part of the applicant's 
Income derives from any public assistance 
program; or because the applicant has in 
good faith exercised any right under the 
Consumer Credit Protection Act. The Federal 
agency that administers compliance with 
this law concerning this creditor Is (name 
and address as specified by the appropriate 
agency listed In Appendix A). 

The sample notice printed above may 
be modified immediately following the 
required references to the Federal Act 
and enforcement agency to include ref¬ 
erences to any similar State statute or 
regulation and to a State enforcement 
agency. 

(2) Statement of specific reasons. A 
statement of reasons for adverse action 
shall be sufficient if it is specific and in¬ 
dicates the principal reason(s) for the 
adverse action. A creditor may formulate 
its own statement of reasons in checklist 
or letter form or may use the sample 
form printed below', which, if properly 
completed, satisfies the requirements of 
paragraph (a)(2)(i) of this section. 
Statements that the adverse action was 
based on the creditor's internal stand¬ 
ards or policies or that the applicant 


failed to achieve the qualifying score on 
the creditor's credit scoring system, 
without further specification, are insuf¬ 
ficient 

Statement or Credit Denial, Termination, 
or Change 

Date_* 

No. . 

Applicant's Name:_ 

Applicants Address:_ 


Description of account, transaction, or re¬ 
quested credit:_ 


Description of adverse action taken: 


Principal Reason (s> por Adverse Action 
Concerning Credit 

□ Credit application incomplete. 

□ Insufficient credit references. 

□ Unable to verify credit references. 

□ Unemployed.* 

□ Temporary or irregular employment. 

□ Unable to verify employment. 

□ Insufficient income. 

□ Excessive obligations. 

□ Unable to verify income. 

□ Too short a period of residence. 

□ Temporary residence. 

□ Unable to verify residence. 

□ No credit file. 

□ Insufficient credit file. 

□ Delinquent credit obligations. 

□ Garnishment, attachment, foreclosure, 

repossession, or suit. 

□ Bankruptcy. 

□ Criminal record. 

□ • We do not gTant credit to any applicant 

on the terms and conditions you 
request. 

□ Other, specify_ 


• A creditor shall not cite unemployment 
as the sole reason for adverse action against 
a retired applicant or an applicant who re¬ 
ceives Income from a public assistance pro¬ 
gram. 

Disclosure of Use op Information Obtained 
From an Outside Source 

□ Disclosure inapplicable. 

□ Information obtained in a consumer re¬ 

port from: 

Consumer reporting agency name:_ 

Address: _ 


Phone: _ 

□ Information obtained from an outside 
source other than a consumer reporting 
agency. Under the Fair Credit Report¬ 
ing Act, you have the right to make a 
written request, within 60 days of re¬ 
ceipt of this notice, for disclosure of 
the nature of the adverse information. 

Authorized signature:___ 

Creditor's name:_ 

Creditor's address:_ 


Creditor’s telephone number:__ 

(3) Other information. The notifica¬ 
tion required by paragraph (a)(1) of 
this section may include other informa¬ 
tion so long as it does not detract from 
the required content. This notification 
also may be combined with any disclos¬ 
ures required under other titles of the 
Consumer Credit Protection Act or any 
other law, provided that all requirements 
for clarity, conspicuousness, and place¬ 
ment are satisfied; and it may appear on 
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either or both sides of the paper if there 
is a clear reference on the front to any 
information on the back. 

(c) Oral notifications. The applicable 
requirements of this section are satisfied 
by oral notifications (including state¬ 
ments of specific reasons) in the case of 
any creditor that did not receive more 
than 150 applications during the cal¬ 
endar year immediately preceding the 
calendar year in which the notification 
of adverse action is to be given to a par¬ 
ticular applicant. 

<d) Withdrawn applications. If an ap¬ 
plication is approved by a creditor and 
the applicant, within a reasonable time 
not exceeding 30 days, does not consum¬ 
mate the transaction, a creditor may 
treat the application as withdrawn for 
the purpose of the notification required 
by paragraph (a)(1) of this section. 

<e> Failure of compliance . A failure to 
comply with this section shall not con¬ 
stitute a violation when caused by an in¬ 
advertent error, provided that, on dis¬ 
covering the error, the creditor corrects 
it as soon as possible and commences 
compliance with the requirements of this 
section. 

(f) Notification. A creditor notifies an 
applicant when a writing addressed to 
the applicant is delivered or mailed to the 
applicant’s last known address or, in the 
case of an oral notification, when the 
creditor communicates with the appli¬ 
cant. 

§ 202.10 Furnishing of credit informa¬ 
tion. 

(a) Accounts established on or after 
June 1. 1977. (1) For every account es¬ 
tablished on or after June 1, 1977, a 
creditor shall: 

(1) Determine whether an account of¬ 
fered by the creditor is one that an ap¬ 
plicant’s spouse is permitted to use or 
upon which both spouses are primarily 
liable; and 

(ii) Designate any such account to re¬ 
flect the fact of participation of both 
spouses. 0 

(2) When furnishing information to 
consumer reporting agencies or others 
concerning an account designated under 
this subsection or designated prior to the 
effective date of this part, a creditor 
shall report the designation and furnish 
any information concerning the ac¬ 
count : 

(i) To consumer reporting agencies, in 
a manner that will enable the agencies 
to provide access to the information 
about the account in the name of each 
spouse; and 

(ii> To recipients other than such 
agencies, in the name of the spouse about 
whom such information is requested. 

(b> Accounts established prior to June 
1, 1977. For every account established 
prior to and in existence on June 1, 1977, 
a creditor shall either: 

(1) No later than June 1. 1977; 

(i> Determine whether the account is 
one that an applicant's spouse, if any, is 


“A creditor need not distinguish between 
an applicant's or a spouse's participation as 
a user or as a primarily liable party. 


permitted to use or upon which both 
spouses are primarily liable; 

(ii) Designate any such account to re¬ 
flect the fact of participation of both 
spouses; and 

(iii) Comply with the reporting re¬ 
quirements of paragraph (a)(2) of this 
section; or 

(2) Mail or deliver to all applicants, 
or all married applicants, in whose name 
an account is carried on the creditor’s 
records the notice set forth below. The 
notice may be mailed with a billing 
statement or other mailing. All such 
notices shall be mailed or delivered by 
October 1, 1977. As to open end accounts, 
this requirement may be satisfied by 
mailing a notice to all accounts for 
which any billing statement is sent be¬ 
tween June 1 and October 1, 1977. The 
notice may be supplemented as neces¬ 
sary to permit identification of the ac¬ 
count by the creditor or by a consumer 
reporting agency. 

| Notice l 

Credit History for Married Persons 

The Federal Equal Credit Opportunity Act 
prohibits credit discrimination on the basis 
of race, color, religion, national origin, aex, 
marital status, age (provided that a person 
has the capacity to enter into a binding 
contract); because all or part of a person's 
income derives from any public assistance 
program; or because a person in good faith 
has exercised any right under the Federal 
Consumer Credit Protection Act. 

Regulations under the Act give married 
persons the right to have credit information 
included in credit reporta in the name of 
both the wife and the husband if both use 
or hold the account. This right was created, 
in part, to insure that credit histories will 
be available to women who become divorced 
or widowed. 

If your account with us is a joint account 
that both husband and wife signed for or is 
an account that is being used or paid for 
by one of you who did not sign, then you 
are entitled to have us report credit infor¬ 
mation relating to the account in both 
your names. If you choose to have credit in¬ 
formation concerning your account with us 
reported in both your names, please fill in 
and sign the statement below and return it 
to us. 

Federal regulations provide that signing 
your name below will not change or increase 
your or your spouse's legal liability on the 
account. Your signatures will only request 
that credit information be reported in both 
your names. 

If you do not fill out and return the form 
below, we will continue to report your credit 
history in the same way that we do now. 

When you furni6h credit information on 
this account, please report all Information 
concerning it in both our names as follows: 


(Account (Print or type name) 

number) 


(Signature) 


(Print or type name) 


(Signature) 

<c) Requests to change manner in 
which information is reported. Within 90 


days after receipt of a written request 
to change the manner in which infor¬ 
mation is reported to consumer report¬ 
ing agencies and others regarding an 
account described in paragraph (b) of 
this section, a creditor shall designate 
the account to reflect the fact of par¬ 
ticipation of both spouses. When fur¬ 
nishing information concerning any such 
account, the creditor shall report the 
designation and furnish any informa¬ 
tion concerning the account to any re¬ 
cipient other than a consumer reporting 
agency in the name of the spouse about 
whom such information is requested and, 
when reporting to consumer reporting 
agencies, in a manner that will enable 
such agencies to provide access to in¬ 
formation about the account in the name 
of each spouse. The signatures of an 
applicant and the applicant's spouse on 
a request to change the manner in which 
information concerning an account is 
furnished shall not alter the legal lia¬ 
bility of either spouse upon the account. 
A creditor may require each person to 
whom such a request relates to verify 
by signature or otherwise any requested 
change in the manner in which infor¬ 
mation relating to the account is fur¬ 
nished. 

(d> Inadvertent errors. A failure to 
comply with this section shall not con¬ 
stitute a violation when caused by an 
inadvertent error, provided that, on dis¬ 
covering the error, the creditor corrects 
it as soon as possible and commences 
compliance with the requirements of this 
section. 

§ 202.11 Relation to State law. 

(а) Inconsistent State laws. Except as 
as otherwise provided in this section, this 
Part alters, affects, or preempts only 
those State laws that are inconsistent 
with this Part and then only to the ex¬ 
tent of the inconsistency. A State law is 
not inconsistent with this part if it is 
more protective of an applicant. 

(b > Preempted provisions of State law. 
State law is deemed to be inconsistent 
with the requirements of the Act and this 
part and less protective of an applicant 
within the meaning of section 705«f> of 
the Act to the extent that such law; 

(1) Requires or permits a practice or 
act prohibited by the Act or this part; 

(2) Requires that an applicant’s spouse 
assume liability for debts incurred by an 
applicant who has established independ¬ 
ent creditworthiness; 

<3) Prohibits the individual extension 
of consumer credit to both parties to a 
marriage if each spouse individually and 
voluntarily applies for such credit; 

(4) Prohibits inquiries or collection of 
data required to comply with the Act or 
this part; 

(5) Prohibits asking age for use in a 
demonstrably and statistically sound, 
empirically derived credit system, to de¬ 
termine a pertinent element of credit 
worthiness, or to favor an elderb 
applicant; 

(б) Prohibits inquiries necessary to es¬ 
tablish a special purpose credit program 
as defined by § 202.8; and 
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(7) Prohibits inquiries used in any 
model application form set forth in 
Appendix B. 

(c) Finance charges and loan ceilings. 
If married applicants voluntarily apply 
for and obtain individual accounts with 
the same creditor, the accounts shall not 
be aggregated or otherwise combined for 
purposes of determining permissible 
finance charges 10 or permissible loan 
ceilings under any Federal or State law. 
Permissible loan ceiling laws shall be 
construed to permit each spouse to be¬ 
come individually liable up to the 
amount of the loan ceilings, less the 
amount for which the applicant is jointly 
liable. 11 

<d) State laws not affected . This sec¬ 
tion does not alter or annul any provi¬ 
sion of State community property laws, 
laws relating to the disposition of dece¬ 
dents* estates, or banking regulations 
directed only towards insuring the 
solvency of financial institutions. 

<e) Exemption for State regulated 
transactions. (1) In accordance with the 
provisions of Supplement I to this Part, 
any State may apply to the Board for 
an exemption from the requirements of 
sections 701 and 702 of the Act and the 
corresponding provisions of this part for 
any class of credit transactions within 
the State. The Board will grant such an 
exemption only if: 

<i> The Board determines that, under 
the law of that State, that class of credit 
transactions is subject to requirements 
substantially similar to those imposed 
under sections 701 and 702 of the Act 
and the corresponding provisions of this 
Part, or that applicants are afforded 
greater protection than is afforded under 
sections 701 and 702 of the Act and the 
corresponding provisions of this part; 
and 

<ii) There is adequate provision for 
State enforcement. 

In order to assure that the con¬ 
current jurisdiction of Federal and State 
courts created in section 706(f) of the 
Act shall continue to have substantive 
provisions to which such jurisdiction 
shall apply; to allow Federal enforce¬ 
ment agencies to retain their authority 
regarding any class of credit transac¬ 
tions exempted pursuant to paragraph 
(e) (1) of tills section and Supplement I; 
and, generally, to aid in implementing 
the Act: 

<i> No such exemption shall be deemed 
to extend to the civil liability provisions 
of section 706 or the administrative en¬ 
forcement provisions of section 704 of 

the Act; and 


(U) After an exemption lias been 
granted, the requirements of the appli¬ 
cable State law shall constitute the re¬ 
quirements of the Act and this part. 

(3) Exemptions granted by the Board 
to particular classes of credit transac¬ 
tions within specified States will be set 
forth in Supplement II to this part. 

§ 202.12 Record retention. 

(a) Retention of prohibited informa¬ 
tion. Retention in a creditor's files of any 
information, the use of which in evaluat¬ 
ing applications is prohibited by the Act 
or this part, shall not constitute a viola¬ 
tion of the Act or this part where such 
information was obtained: 

(1) From any source prior to March 23, 
1977; 15 or 

(2) At any time from credit reporting 
agencies; or 

(3) At any time from the applicant or 
others without the specific request of the 
creditor; or 

(4) At any time as required to monitor 
compliance with the Act and this part or 
other Federal or State statutes or regula¬ 
tions. 

(b) Preservation of records. (1) For 25 
months after the date that a creditor 
notifies an applicant of action taken on 
an application, the creditor shall retain 
as to that application in original form 
or a copy thereof: 13 

(1) Any application form, any informa¬ 
tion required to be obtained concerning 
characteristics of an applicant to monitor 
compliance with the Act and this Part 
or other law, and any other written or 
recorded information used in evaluating 
the application and not returned to the 
applicant at the applicant's request; 

(ii) A copy of the following documents 
if furnished to the applicant in written 
form (or, if furnished orally, any nota¬ 
tion or memorandum with respect 
thereto made by the creditor): 

(A) The notification of action taken; 
and 

(B) The statement of specific reasons 
for adverse action; and 

(iii) Any written statement submitted 
by the applicant alleging a violation of 
the Act or this part. 

(2) For 25 months alter the date that 
a creditor notifies an applicant of ad¬ 
verse action regarding an account, other 
than in connection with an application, 
the creditor shall retain as to that ac¬ 
count, in original form or a copy 
thereof: 14 

(i) Any written or recorded informa¬ 
tion concerning such adverse action; 
and 


For example, when the highest finance 
charge rate may be imposed on credit ex¬ 
tensions up to $300 and an applicant Is 
jointly liable with a spouse or any other per- 
n for unpaid debt in the amount of $250, 
may charge the highest rate on 
too or credit extended on an Individual basis 
to such an applicant. 

u For example, in a State with a permissible 
an celling of $1,000 if a married couple were 
if Hftble for unpaid debt in the amount 
/ *250, each spouse could subsequently be¬ 
come individually liable for $760. 


L ' Pursuant to the October 28. 1975 version 
of Regulation B. the applicable date for 
sex and marital status Information Is June 30. 
1976. 

w A copy thereof Includes carbon copies, 
photocopies, microfilm or microfiche copies, 
or copies produced by any accurate Informa¬ 
tion retrieval system. A creditor who uses a 
computerized or mechanized system need not 
keep a written copy of a document If It can 
regenerate the precise text of the document 
upon request. 

J *See footnote 13. 


(il) Any written statement submitted 
by the applicant alleging a violation of 
the Act or this Part 

(3) In addition to the requirements of 
paragraphs (b) (1) and (2) of this sec¬ 
tion, any creditor that has actual notice 
that it is under investigation or is sub¬ 
ject to an enforcement proceeding for an 
alleged violation of the Act or this Part 
by an enforcement agency charged with 
monitoring that creditor's compliance 
with the Act and this part, or that has 
been served with notice of an action filed 
pursuant to section 706 of the Act and 
§ 202.1 of this part, shall retain the in¬ 
formation required in paragraphs (b><1 ) 
and (2) of this section until final dis¬ 
position of the matter, unless an earlier 
time is allowed by order of the agency 
or court. 

(4) In any transaction involving more 
than on^creditor, any creditor not re¬ 
quired to comply with § 202.9 because of 
credit accepted by the applicant shall 
retain for the time period specified in 
paragraph <b) of this section all written 
or recorded information in its possession 
concerning the applicant, including a 
notation of action taken in connection 
with any adverse action. 

§ 202.13 Information for monitoring 
purpose*. 

(a) Scope and information requested. 
(1) For the purpose of monitoring com¬ 
pliance with the provisions of the Act 
and this part, any creditor that receives 
an application for consumer credit relat¬ 
ing to the purchase of residential real 
property, where the extension of credit is 
to be secured by a lien on such property, 
shall request as part of any written ap¬ 
plication for such credit the following 
information regarding the applicant and 
co-applicant (if any): 

(1) Race-national origin, using the 
categories American Indian or Alaskan 
Native; Asian or Pacific Islander; Black; 
White; Hispanic; Other (Specify); 

(ii) Sex; 

(iii) Marital status, using the cate¬ 
gories married, unmarried, and sepa¬ 
rated; and 

(iv) Age. 

(2) “Residential real property" means 
improved real property used or intended 
to be used for residential purposes, in¬ 
cluding single family homes, dwellings 
for from two to four families, and indi¬ 
vidual units of condominiums and 
cooperatives. 

(b) Method of obtaining information. 
Questions regarding race-national 
origin, sex, marital status, and age may 
be listed, at the creditor’s option, either 
on the application form or on a separate 
form that refers to the application. 

(c) Disclosure to applicant and co- 
applicant.. The applicant and co-appli¬ 
cant (if any) shall be informed that the 
information regarding race-national 
origin, sex, marital status, and age is 
being requested by the Federal Govern¬ 
ment for the purpose of monitoring com¬ 
pliance with Federal anti-discrimination 
statutes and that those statutes prohibit 
creditors from discriminating against 
applicants on those bases. The applicant 
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and co-applicant shall be asked, but not 
required, to supply the requested infor¬ 
ma tion. If the applicant or co-applicant 
chooses not to provide the information 
or any part of it, that fact shall be noted 
on the form on which the information is 
obtained. 

Appendix A 

FEDERAL ENFORCEMENT AGENCIES 

The following list Indicates which Federal 
agency enforces Regulation B for particular 
classes of creditors. Any questions concern¬ 
ing a particular creditor should be directed 
to Its enforcement agency. 

National Banks: Comptroller of the Cur¬ 
rency, Consumer Affairs Division, Washing¬ 
ton, D C. 20219. 

State Member Banks: Federal Reserve Bank 
serving the area in which the State member 
bank Is located. 

Nonmember Insured Banks: Federal De¬ 
posit Insurance Corporation Regional 
Director for the Region in which the non¬ 
member insured bank is located. 

Savings Institutions Insured by the FSLIC 
and Members of the FHLB System (except for 
Savings Banks insured by FDIO): The 
FHLBB's Supervisory Agent in the Federal 
Home Loan Bank District in which the insti¬ 
tution is located. 

Federal Credit Unions: Regional Office of 
the National Credit Union Administration 
serving the area in which the Federal Credit 
Union Is located. 

Creditors Subject to Civil Aeronautics 
Board: Director. Bureau of Enforcement, 
Civil Aeronautics Board, 1825 Connecticut 
Aveuue, NW., Washington, D.C. 20428. 

Creditors Subject to Interstate Commerce 
Commission: Office of Proceedings, Interstate 
Commerce Commission, Washington, D.C. 
20523. 

Creditors Subject to Packers and Stock- 
yards Act: Nearest Packers and Stockyards 
Administration area supervisor. 

Small Business Investment Companies: 
U.S. Small Business Administration. 1441 L 
Street, N.W., Washington, D.C. 20416. 

Brokers and Dealers: Securities and Ex¬ 
change Commission, Washington. D.C. 20549. 

Federal Land Banks, Federal Land Bank 
Associations, Federal Intermediate Credit 
Banks and Production Credit Associations: 
Farm Credit Administration. 490 L’Enfant 
Plaza. SW.. Washington, D.C. 20578. 

Retail, Department Stores, Consumer Fi¬ 
nance Companies, All other Creditors, and 
All Nonbank Credit Card Issuers (Lenders 
operating on a local or regional basis should 
use the address of the F.T.C. Regional Office 
in which they operate): Federal Trade Com¬ 
mission. Washington, D.C. 20580. 

Appendix B 

MODEL APPLICATION FORMS 

A creditor may design its own application 
forms in conformity with the provisions of 
paragraphs (b). (c) and (d) of I 202.6 of this 
part. Alternatively, if a creditor wishes, it 
may utUize or modify, as provided in § 202.6 
(e), the model application forms set forth 
in this Appendix. In this draft, there are four 


model forms contained In this Appendix: 
open end. unsecured; closed end, secured; 
closed end, combination unsecured/secured; 
and community property, combination unse¬ 
cured/secured. In the final version of the 


regulation, the Board intends to include a 
model residential mortgage loan application, 
prepared in conjunction with the Federal 
Home Loan Mortgage Corporation and the 
Federal National Mortgage Association. 


Check 

Appropriate 

Box 


(Open end. unsecured credit] 

CREDIT APPLICATION 

IMPORTANT: Read these Directions before completing thi» Application. 

If this ft an application for an Individual account and voti are retying on your own Income or assert «rd 
not the incoir* nr of i*n->thrr perj-n as the basis for repayment of the credit requeued, complete only 

Section* A and D. cod sign this application. 

If this I* on •npltc:ttf < '«n for a Wn» account nr sn account that you and<*nother person will uae, complete 
all Section*, end both parties should si.n this application. 

If this Is an anp'ic.M^n for an Individual ncc'Hmt. but you are teMnc on Income frrm alimony, child rup- 
porf. or separate main'en-tnee or on the Ire- me or esxcts of another person as the basis foe repayment of 
the credit requested, complete all Sections to the extent possible, and sign this application. 


SECTION /(-INFORM ATION REGARDING APPLICANT 
( is Optional) 


(Title I* ~ r __ 

MS. □ MISS □ 

Fun Name (Last, First. Middle): 

Present Street Address: - 

City:- 


MR. □ 


MRS. p 


. Age: 


Time at present 
. Address:- 


. Zip: . 


, Telephone: . 


Social Security No,: „—. 
Former Street Address: 
City:- 


, Drlvet's License No.: 


Present Employer: ^.... 

Position or title: .. 

Employer’s Address: ..... 
Previous Employer: —« 


. Zip: 

. How long? .... 


. Telephone: . 


-Name of supervisor: --- 


, Hdw long? . 


Previous Employer’s Address: ___ 

Present salary or commission: $..... 


. No. Dependents: . 


Income from alimony, child support, or separate maintenance payments need not be revealed If you do not choose U> bare it con- 
sidered as a basis for repaying this obligation. Other income; % ... per ................Source of other income:-—• 


Alimony, child support, separate maintenance received under: court order Q written agreement £3 verbal understanding □ 

Have you ever borrowed from this Institution? When? n - .-- TT .-_, n - Branch: .. T - 

Checking Account No.: . . Institution and Branch: ru-rmn.tn —n~ni—,...— 

Savings Account No.: .—-----Institution and Branch: ......... 

Name of nearest relative 

not living with you: .— . ................-- 


..— Address: 


Telephone: 


Relationship: .... ...... ................. 

SECTION B — INFORMATION REGARDING JOINT APPLICANT. USER, OR OTHER PARTY 
(Use separate sheets U necessary.) 


(Title Is Options)) 

MS. □ MISS O MR. □ 

Full Name (Last, First. Middle);_ 

Relationship to Applicant (if any): ... 

Present Street Address: 

Sociat Security No: 

Present Employer: 

Position or tide: 


MRS. □ 


OTHER . 


, Age: 


, Stale. 


-»p: . 

- Drlvet’s license No.: 
...HOW long? 

>».Namc of supervisor; „. 


- Telephone: . 


, Telephone: 


Employer’s Address; .. 

Previous Employer: 

Previous Employer’s Address: 
Present salary Or commission: 5 


. How long? « 


rresen: sarary or commission: » per... . . Nft. Dependents: ..m«- « nrn 

Income from alimony, child support, or separate maintenance payments need not be mealed Ji you do. not choose to nave u w 


. Apcir 


sidered as s basis for repaving this obligation. Other Income: L 


, Source of olhef Income: • 


Alimony, child support, separate maintenance received under: court order □ written agreement □ Verbal understanding □ 

Checking Account No.: ......-.. . Institution and Branch: . . 

Savings Account No.: ............... Institution and Branch: . .. 


Name of rr’atlve not IWr* 

With joint Applicant. UKr. or Other Party; 

Relationship to Joint Applicant, 

User, ox Other Party: . ~ 


Telephone: , 


. Address; 


SECTION C—APPLICANTS MARITAL STATUS . 

(Do not complete it this Is an application for an Individual account.) 

□ I-| «,. n9 ,ar*d n Unmarried fine. single. 

Mamed □ Separated □ (JiVuKe<J| ^ nidowed) 
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SECTION D—ASSET AND t>FBT INFORMATION (If Section B hw been complc'ed. tM* Section sh.M.ld he completed giving 
!" f ™ w, !”i‘ bo i ,, » Jhe Anp'lfam^and Joint Aoolleanf. Vu-r. or # Other , Person. Pkate mult Applicant related 


Information with an “A." If Section B was not completed, only five laform.iiic-n a^cl (he Applicant In 
ASSETS OWNED (Use separate form If necessary.) 


i Section.) 


CUk 


Description of Akcis 


Name's) of Owner(t) of Record 


Automobile (M,ikc, Model, Year) 


Cash value of Life Insurance (Issuer, 

Pace Value) 

Jiwl £*tate (Location. Date Acquired) 


Marketable Securities (Issuer,Type,Shares) 


Other (List) 



—___ Total Atuf e_ f ____ 

VVTSTASDMG DEBTS (facta* eiurge ^owts.^.jlmeiit contracts, credit cards, rent, mortgage*, etc. Include at least 3 credit 

*-« of CniKor IPLg. 3g ^‘"c^ jSSj ADSL J522k 

1 SSSmJKum B Saar" » * » » 

-- 

< ~ ----—--— ■ 

J. “ —---—-• 

t. —------ 


7. 


Total Debt* 


Are you • co-maker, endorser, or 

yiarant.w on any loan or contract? 


-Ves.P.no q 


IP "YES’* 

FOR Wlio 


TO WllONff 


Are there any unsaiIdled 
■jjagg aa-urut >t>u? 


yus ( 

NOJ 


amount s 


IF “YFS." 

TO WHOM OWED* 


Were you ever Bankrupt? 
t II More M “ 


YES 

NO 


IB 


IF "YES" 

wm m i 


(Onuijt More tha n :* Yean)___ 

LUtiLljr 10 pay alimony, ctald aupp^it, npuratc ununteoanvc. Use separate ahect if necessary J~ 


YEAR 


1/We authorise the lending Tmtltutinn to make whatever credit Inquiries that h deem* necessary In connection with this credit 
application oc in the course of review or collection of any ctcdit extended In reliance on this application. J/Wc auiborlu and instruct 
nny person nr consumer trponin* ufvix/ to eompici.- and furnish to the Lending Institution -t? In/t-rmatloo that H nmy have oc 
obtain In response to such credit inquiries and acrce Uut aucb information, along with this application, shall remain the Lending 
liuUiutiun's property whnhrr or not credit ta extended. 

AH htfoimailon set forth In thla spplkatlun h declared to he » true r epresentation of the fact*, made for the purpoac of obtaining 
tbo credit icqucsud, and any willful misrepresentation uo thit applies,on could scion m criminal action. 


Applicant's Signature 


Data 


Joint Applicant’s Of Data 

User's hignaturo 
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Chce* 

A] nr. pn m 


tCl<w*d end. secured credit] 

CREDIT APPLICATION 

IMPORTANT: Read these Directions before ccmpUMia* this Application. 

ir •i.u f.\r nn individual livan and you arc relyfw* on your own income or assets and not 

VJuctF* 5!£ rtJSUS SSI'n12 thrbS l* bf the credit requeued, complete Sec,on. 

A. C. D. r,rd F. omitiinjj ft. ;,nd slvn this implication. 

If this is an application for a Joint loan involvin’, you and another person, complete all Section*, and both 
parties should so'n this application. 

If this is an application for an individual loan, but you arc relyipp on Income from alimony. c MM*upport. 
or- separate m.unif tuner *■, t» the income cr assets of another person M the bans for repayment of the 
credit requested. compferr ail Sections to the extern possible, and sign this a PP i,canon. 


Amount Requeued Payment Date Desired 


Proceeds of Loan 

To be Used For 


SECTION A —INFORMATION REGARDING APPLICANT 


(TUle (s Optional 

MS. □ MISS □ 

Full Name (Last. First. Middle): 
Present Street Address: 

Chy;- 

Social Security No.: --— 

Former Street Address: 

City: —.a. . —— 

Present Employer- ■ 

Position or title: ——-— 


MR. □ 


MRS. □ 


OTHER _ 


Ape: 

Time at present 
Address: 


. Stale: . 


. Zip: 


„ Telephone: ..- 


. Driver*. License Nat . 


... Time there: . 


. Zip: 


— How Ion#? ....— Telephone: 

...Name of supervisor: .... - 


Employer's Address: - 

Previous Employer:- - 

Previous Employer** Address: .— 

Present salary or corn minion: J. 


. How lor#? . 


. per —___ No. Dependents 


. Ages: . 


Income from alimony, child support, or separate maintenance payments need not be revealed if you do not choose to have it considered 
ns a basis for repaying this obligation. Oilier Income: S..— per — Source of other income: mi. ■ ■■ ■ mnnmti——• 


Alimony, child support, separate maintenance received under: court order □ written agreement □ verbal understanding □ 
Have you ever borrowed from this institution'* ...... When? ..— ’Branch: —— 

Checking Account No.: . -------- TnuitWlofl and Branch: . —»■-... 

Saving: Account No.: .,,,-,........— Institution and Branch: .— 

Name of nearest relative 
not living with you: — 

Relationship: . 


, Telephone: 


. Address: .. . 


SECTION B —INFORMATION REGARDING JOINT APPLICANT OR OTHER PARTY (Use separate sheets if necessary.) 

MR □ MRS a OTHER -»_ - - 


(Title Is Optional) 

ms. □ miss n 


Full Name (Last. First. Middle): .... 
Relation ship to Applicant (if any): 

Present Street Address: ....... . 

City: —-- ..... . .. . ... State: ... 


. Age: 


Tlmo at present 
, Address; --- 


. Zip: 


. Telephone: . 


Social Security No.: 
Present Employer: ,— 
Position or title: ..— 


, Driver** License No.: , 


.. How long?- 

Name of supervisor: 


.Telephone: . 


. How long? . 


Employer's Address: .—---- 

Previous Employer: ....................—..-.—— 

Previous Employer's Address: ......... . . 

Present salary or commission: t. ............... per 

Income from alimony, child support, or separate maintenance payment* need not be revealed If you do not choose to have it considered 
at a basis for repaying this obligation, Other income: $ per .— ■■■-« ■ « Source of other income: . 


, No. Dependents: 


• Ages: ..... 


Alimony, child support, separate maintenance received under: court order □ written agreement □ verba] understanding Q 

Have you ever borrowed from this Institution? ... When? ......Branch; 

Checking Account No.:--—............—.... Institution nnd Branch: 

Savings Account No.:-----,--Institution and Branch: —.........— 


SECTION C—APPLICANT'S MARITAL STATUS 

□ Married □ Separated Q Unmarried (Inc. single, divorced, and widowed) 
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SECTiny D— ASSET And DEBT INTORMAT'ON (If Section B has been eompleled. this Section should be completed giving In¬ 
formation jUmt both the Applicant and Joint Applicant or Other Person. Pica* mark Applicant related mfo/matioa with 
an •‘A.” If S«-rtli*iB was not completed, only *m taforeuiton about the Appl**ni in ihn Section.) 

ASSETS OWSED (Use separate for* J neceuary ) 


TVtcrlption of Assets Value Encumbered? Name(»> of Owner(t) of Record 

o*-*---- 

t ___ 

Automobile* (Make. M del. Year) 


!a<h value of life Insurance (issuer, 

r ace Value) 


Heal Estate (Location, Date Acquired) 


Viarkctable Securities i Issuer, Type, Shares) 


Other (List) 


r i Total Aw* _ < 

CUT ST A SDfMC DEBTS (Include charge account*. Inwailment contract*, errdi card*, rent, mortgage*. *»t- locludk «i lend I rftdR 
reference'! Die *cp*rate chert if necessary) 

Kame <4 Creditor or P Acci. l ?Jo? ^Accl' canJed** < DeN* i Balance flyme& iCnTciun 

^asssfAiny Nasr* 1 1 1 1 

£-—-- 

r----—— --- 

x -—-——— 

£ -- - - 


Total Debts 


fill 


Are you a co maker endorser.' or 

guaraniur oo any 1. an ot cootracl? 

YES 

IF “YES,** ' * ' 

NO D FOR WHOM? TO WHOM? 


Are thrie any unsatisfied 

Judrrmnu against you? 

YES n 

NO n 

AMOUNT % TO~vfub\4 OWED? * 


Were you ever bank i ups 

YES n 

NO H 

fP "YES,** 

WHERE? YEAR 



Other obligation*—<E g. I lability to p«y alimony, child support, separate maintenance. Uk separate sheet if decenary.) 


&C770.V jr S ixDRCD CREDIT Brlehy drier,be the rwrtf To to ffcoi M Kcuriw 


end lift names and addrrsirs of all ciH Wnm of the property! 
NAMF 


ADDRESS 


If (he security is to be reel estate, give the full name of your Spouse (If any): 


1/We authoHrc the Lending Institution lo make whatever ciedit inquiries that It deems necessary in < 
application or m the course of resiew ur CvIJcctkn u( any ciruit extcnJcd in reliance on this application. f 

any person or consumer reporting agency to compile and ' ' 1 -‘ * " — - 

In rr\p<’n*c to such credit inquiries and agree that such i 
property nhcihci Of not credit is extended. 


crcuii inquiries mai u urems necessary m connection wnn 
I any cicou extcnJcd in rcHanc< on this application. I/Ws authoroe i 
and fumsh to the LendintTnatiiuimn any information that it may has 
uch information, along with this •rpbeation. shall leaata (he Landing 



All information set forth in this applies mm is dcclarrd t»* he a truv representation of the facts, made for tte purpoar of 
the credit requeued, and any willful smu«TUC*ciuau.>n «n this application could result in criminal action. 


Applicant's Signature 


, Applicant's 
Signal ur* 


FEDERAL REGISTER, VOL. 41, 


NO 216—MONDAY, NOVEMBER 8, 1976 



























































49144 


PROPOSED RULES 


Appcopdal# 


iCTcrtcd end, umccured/KCored credit] 

CREDIT ATHJCATION 

IMPORTANT: Retd tbeve Directions before completing rhii App&atfen. 

If this h on application for an Individual loan and you are relying on your own Income or sssru and not 

the Income or owets of another person as the bad* f**c rcp>>mrni of the credit requested, C'tmpk-tc only 

.Vetions A and I), and tt»n this application, if the requested k*n Is to be secured, fctvs complete Secticeg 
C and E. 

If this (s an application for a Joint Iran involving yon and another pervej. complete all Secerns except E, 
and both pwrtin should sitn this application. If the requested Ivan is to be secured, then complete Section E. 

If this Is an application foe an individual loan, but yon are relying on Income from alimony, child support, 

or separate maintenance or on the Income or assets of another person as the basis for repayment of the 
credit rcuucstcd. complete all Sections except F.. to the extent possible, and sign Uus application. If Use 
requeued hon is to be secured, then complete Section E. 


Amount Requested Pajment Date De><rcd Proceeds oi l <*iu» " 

, To be Used For 

SECTION A —INFORMATION REGARDING APPLICANT 

^^“^MISS □ MR. □ MRS. □ 

Tull Name (last, First. Middle); —-- 


Age: 


Present Street Address: 

City:- 


Social Security No.: — 
Pormrr Street Address: 
City:- 


. Zip: . 

. Driver’s License No.: . 


—— Time there: . 


Zip: 


Present Employer: . 
Position or title: _ 


. How |ong?.~ 


. Telephone: . 


-Name of supervisor: . 


. How long? . 


Employer’s Addict: 

Previous Employer-'- --- 

Previous Employer’s Address: 

Present salary or commission: ! 

Income from alimony, child support, or separate maintenance payments need not be revealed if you do not choose to have it considere 

ns a basis for repa>ing this obligation. Other income: S-.——— per__Source of other income: —.. 

Alimony, child M«P(wrl. separate maintenance received under: cotjrt orderU written agreement □ verbal understanding Q 


. No. Dependents: . 


- Ages: 


Cheeking Account No.: - 
Savings Account No.; 

Name of nearest relative 
rvo< living with you; ,- 


. Institutloo and Branch: 


, Institution and Branch: . 


. Telephone: . 


. Address: 


Relationship: 

SECTION B —INFORMATION REGARDING JOINT APPLICANT OR OTHER PARTY (Uae separate sheets If necessary.) 
(Title U Optional) 


Ms. Q ’ MISS □ MR. □ 

Full Name (Last, First, Middle) j , 

Relationship to Applicant (if my): ., 


MRS. □ 


OTHER . 


Age: 


Present Street Address: . 

City:-...— 


Time at present 
, Address: 


. Zip: . 


. Telephone; . 


Social Security No.: 
Present Employer: — 
Petition or title: —— 
Employer** Address: , 
Previous Employer: 


. Driver's License No.: . 


. How Jong?-. 


. Telephone: . 


-Name of supervisor: . 


Previous Employer's Address; . 


Present salary or co m m i ssion: 


. No. Dependents: 


. How long? . 


- Ages: 


Income from alimony, child support, or separate maintenance payments need not be revealed If yon do not choose to have it considered 
as a basis for repaying this obligation. Other income: 5..—..per---- Source of other Income: -.. ■ 


Alimony, child aupp'ift. separate maintenance received under: court orderQ written agreement □ Verbal understanding □ 
Have you ever borrowed from this Institution? .—_When? ..— Branch: -... 


Checking Account No.: —....... 

S.w,nm Accmtnl N«v:__ 

Name ot reiauve mn uving wun 
Other Party „ 


, Institution and Branch: , 


joint Applicant or 

Relationship to Joint Applicant or Other Party ....- Address: . 

SECTION C-APPLICANTS MARITAL STATUS 

(O'-* nor cnmpUu If tWs Is an application tor an unsecured loan.) . . _.. 

□ Married O Sepamed Q Unmarried (toe. single, diverted, >«d widowed) 


. Telephone: 
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“™ w b»adSImm 2SiSJ'&LL***"L*S2E!?t& I> ’ :, Sf*" 4W)J »1 

*J? * IU| “ ’ A " u 5 " 110 ^® ,u "« «*mploci only *It« Il.'oinuUra iKSTike AprliCM?la’Kli' Scatoii)* 
AS517S OHSED (Use separate form If necessary.) 


! kea comrdefed, this Section should m completed fMn« i*. 

tnt Anctfcani or Other Person pu *~ «..u a.»Hc*ni-re U<cd)nJc«E 


Cash 


rVtcription of Assert 


Valuo 


Cncumbered? 


Naat(s) of Qwnfr(s) oI Record 


Automobile* (Make. Xfodci, Year) 


£asb value if Life Insurance (lttucr. 

Face Value) 1 

luir Estate (Location, Date Acquired) 

^farkctablc Securities (Issuer, Type, Shares) 
Other (List) “ 


TotaI_A«eM S 

OVTSTASDISG DEBTS (Include chare* accounts. fnMrtllmcnt ronlracw. credit cards, rent, mortgages, 

references. Lx separate ihcet if necessary.) 

etc. Include at least 3 credit 

Name of Creditor 

Type of Debt 
or Acct. No 

Name In Which Origmal 

Acct. Camcd Debt 

Present 

Balauce 

Monthly Amount 

Payment a Past Due 

L (Landlord or 

Mortgage Holder) 

n- 

Q Rent Payment 

U Mintg&vc 

1 

% 

* % 


r 


4 . ---- -- 

3 . 





Total Debts 


* 

1 

J f 

Are you a co-maker, endorsee, or 
guarantor on any loan or contract? 

YF.S n’ 

IF •'YES." 

NO G TOR WHOM? 


TO WHOM* 

Are there any unsatisfied 

Judgments against you? - 

YES n 

NO n 

AMOUNT $ 

IF "YES.** 

TO WHOM OWED? 

Were you ever bankrupt 
(Omit If more than 14 years) 

i°JL- 

IF M YES. M 

WHERE* 


Year 


Other obligation*—(Eg., Liability to pay alimcny child support, grpa/aie maintenance Uk separate sheet if necessary.) 


SECTION \L —SECURED CREDIT Rmfiy describe the property to be given aa security: 


iu»d list name* and addresses of all co-owners of the property: 

NAME ADDRESS 


II the security la to be real estate, give the full name cl your spouse (iI any): 


1/We authorise the lending Iwlitutlon to make whatever credit Inquiries that It 
indication or in the course of review or collection of any credit extended la reliance 
»ny nen.n or cvtiMimer reporting agency to compile and furnish to the Lending Irm 
la rv\p- ace to such credit Inquiries and agree that such information, along with ibis 
property whether or not cudU la extended. 

AH Information set forth In this application h declared to be a t rue representation of the facts, mad# for the purvoec 01 cbulmJs* 
the credit requested, and any willful miarsprcsxntauuu os this application could result m criminal action. 


deems necessary in conn 
an this application. 1/We 


la connection with 


notion any toft._ 

application, shall rt 


I this credit 
and instruct 


Appio-ant's Signature 


Dale 


Joint Applicant's 

Signal ura 
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[Community property] 

CREDIT Am.lCATTOV 

IMPORTANT; Head these Direction* before complins fhl* Application. 


MUM 


If rhk fa an application for an individual account or loan and yen ire relying on your own 
or tom »nJ na* community property or the separate Income or *«t* ui *noil*r person #« the basis toe 
repayment of the credit rrqncsied. cornptrte r»nty Sections A, C, and D. and sign Out application. IX Ibn 
requested credit is to be secured, also complete Section E. i 

If this is an application fur a Joint account or loan or an account that you and another person wW “**« 
ounpRir all Sections. ewrrpt E. and both patties should sign this appljcatfon. If the requested credit Is to 
be secured, then complete Section L. 

If this K an application for an Individual account or l.wn. but yon are reiving no ccmrrmnlty property, Income 
from ahm-*nr. cWM support, or sepa.ate maintenance. or the separate income or assets of another person 
as the b»-Is f#,r repayment of jhe cjc<|i» retjuwwd, complete^ all Sections. r^crpf E.^to the extent possible. 


and sign iWs application. If the rrqucslc 


s to be secured, then complete Section E. 


Proceeds of Loan 

To be Used Foe 


Amount Requested Payment Date DtrM/cd 

SECTION A—INFORMATION REGARDINO APPLICANT 

(Title Is Optional' 

Hi Q MISS □ 

Full Name (tail. First. Middk): 


mr. n 


MRS. □ 


OTHER . 


Freient Street Address: 

Cfty:- 

Social Security No.: — 
Former Street Address: . 
City:- 


. Age: 


Time at present 
. Address: .— 


. Sutc: . 


.Tip: . 


m Telephone: 


. Driver's License No.: . 


. Time there: . 


. State: 


. Zip: . 


Present Employer • 
Position or title: — 


_ How long?- 

-Name of supervisor . 


.Telephone: 


Binptoyef’s Address: —— 

Previous Employer:- - 

Previous Employers Address: . 
Present salary or commission: L. 


. How long? . 


. No. Dependents: 


- Ages: • 


Income from alimony, child support, or separate maintenance payments need not be revealed If yon do not choose to have It considered 
l a bash for repaying this obligation. Other Income: . ■ ■■■- per — .— —-- Source of other Income: -—* 


AHmony. child support, separate maintenance received under: court orderQ written agreement □ verbal tmde.-standin* □ 

Have you ever borrowed from this Institution? When? — .. .. .— Brandt: ■ — 

Checking Account No.:-Institution and Branch:- 

Savins* Account No. --—--Tnsthutto* and Branch: -- 

Name of relative not living wills —— 

Relationship to Joint Aerlkant or Other Party ... ■ ■ . .— — 

SECTION 8—INFORMATION REGARDING SPOUSE, JOINT APPLICANT, USER. OR OTHER PARTY (Use serrate Averts If 
Sfcfuary.) 


.Address: 


(Title Is Optional) 

MS. Q MISS n 

Full Name <L»*. First, Middle): _ 
Relationship to Applicant (if any): . 


MR. □ 


MRS. □ 


OTHER . 


. Age? 


Present Street Address: . 
City:- 


Time at pre s ent 
, Address: — . . . 


. State: . 


.Zip:. 


, Teleph 


Social Security No.: 
Present Employs r: —. 
Position or title: „ 
Employer’s Address: „ 
Previous Employer: — 


. Driver's License Na: . 


- How long?- 
-Name of any 


. Telephone: . 


srrisor: . 


Previous Employer 1 * Addresa: . 
Present salary or commission: L. 


. How longT . 


. N& Dependent!: . 


.Ages: 


Income frrnn alimony, child support, or Tparate maintenance payments need not be revealed If yon do not choose to have It con*ldcre4 
ns a ba<b for repaying this obligation. Other Income: > .-— — pcf ———-—— Bootee of other income: .- 


Alimony, child gupport. separate maintenance received nnicr: court erder^ written aereemrnt H verhri undemanding Q 

Hare yon ever borrrwrd from this institution? -When? . Branch: ■ ■ ■ . . . 

Checkin* Account No.: ..... Institution and Branch: — . .. . . - 

Satinet Account No.: ..--- -- - — Institution and Branch: — ..... 

SECTION C-APPLICANT* MARTTAL STATUS 

O Married □ Separated □ Unmarried (he. ifclfe, dWed, and widowed) 


f 
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issr+g ■Jtea&tsat 

Atsm orvVo Z 7Z £TZZ7 ““ °* fc “*—S*-* ***as? w — 


C«A 


Defer 1 pi km of As<cn 


Value 


Encumbertd? 


X«w(» of Owner(t) of Record 


Automobiles (Make. Model. Year) 


Seal Estate (Location, Dale Acijturcd) 

SwLublf Sccunlifi (Itwcr, Type, Shares) • 

^ • 

Other (List) 


Total Assets 


ovtstamsc debts <™** g *. “*"* mon ™ n ' •* M - i'JtaTTSa 


Name of Cedltor 


Type of Debt 

or Acct. No. 


Name hi Whkli 

Acct Carried 


Original 

Debt 


Present 

Balance 


Monthly 

Payments 


1. I Landlord or 

Mortgage Holder) 


B Renr Payment 

Moityape 


3. 

JT 

ST 

s7 


Are you a co-maker, endorser, or 

guarantor on any h>an or contract? 


IF **YES. M 

YES n NO n FOR WHOM* 




TO WHOM* 


Art there any unsatisfied 

Ju.l.-tncns ayainci you? 


-AMOUNTS. 


IF "YES," 
TO WH6M f 


Were you ever bankrupt 
(Omit if mo re than 14 years! 


YES 

NO 




IF "YES* 
WHERE? 


Other obUga , ’<'os~- (E.g., Liability to pay alimony, child support, teparate maintenance. Use Kparate sheet If necessary.) 


Section E 


-SECURED CREDIT (Complete only If loan la to be secured). Briefly describe the property to be given as aecurityt 



•nd list names and addresses of all co-owncn of |ba property: 

NAMB ADDRESS 


If the security U to be real estate, glee the full name of your spouse (if any): , 


I/Ws authorize the Lending Institution to make whatever credit Inoulrics that h deems necessary In ronnmimi with r. .i; r 


?! c<m»umefropoaini agency to compile ml furnish to the Lending Instil ui Jon any' information that M may hsvc or’obtaLa 

“■« ^ *“«»•“«. *■« **“*»- sssiBs «uu iSXirwSttSfc 

sh* te »hl* appllcatk'n Is declared to be a tnio repre-xniatioa of the facts, made for the purpose of obtainlx* 

the credit requested, and any wililul muccprcKniaUoQ on this appucuuoa could result iu aumuai action. * ^ 


Applicant* Sigoatuto 


Dat* 




. dome Applicant's or 

'set’s Signature 
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Supplement I 

Procedures and criteria under which a 
State may apply for an exemption pursuant 
to section 705(g) of the Act and 5 203.11 (•) of 
this Part. 

(a) Application. Any State may apply to 
the Board pursuant to the provisions of this 
Supplement and the Board’s Rules of Pro¬ 
cedure (12 CFR Part 262) for a determination 
that, under the laws of that State, a class of 
credit transactions 1 within the State is sub¬ 
ject to requirements that are substantially 
similar to. or provide greater protection for 
applicants than, those imposed- under sec¬ 
tions 701 and 702 of the Act. and that there 
is adequate provision for State enforcement 
of such requirements. The application shall 
be in writing, addressed to the Board, signed 
by the Governor, Attorney General, or a State 
official having primary enforcement or in¬ 
terpretive responsibilities under the State 
law that is applicable to the class of credit 
transactions, and shall be supported by the 
documents specified in paragraph (b). 

(b) Supporting Documents. The applica¬ 
tion shall be accompanied by* 

(1) A copy of the full text of the State 
law that is claimed to contain requirements 
substantially similar to those imposed under 
sections 701 and 702 of the Act. or to provide 
greater protection to applicants than sec¬ 
tions 701 and 702 of the Act regarding the 
class of credit transactions within that State 

(2) A comparison of each provision of sec¬ 
tions 701 and 702 of the Act with the cor¬ 
responding provision of the State law. to¬ 
gether with reasons supporting the claim 
that the corresponding provisions of the 
State law are substantially similar to. or pro¬ 
vide greater protection to applicants than, 
provisions of sections 701 and 702 of the 
Act regarding the class of credit transactions 
and demonstrating that any differences are 
not inconsistent with the provisions of sec¬ 
tions 701 and 702 of the Act and do not re¬ 
sult in a diminution in the protection other¬ 
wise afforded applicants; and a statement 
that no other State laws (including admin¬ 
istrative or judicial interpretations) are re¬ 
lated to, or would have an effect upon, the 
State law that is being considered the Board 
in making its determination. 

(3) A copy of the full text of the State 
law that provides for enforcement of the 
State law referred to in subparagraph (b) 
( 1 ). 

(4) A comparison of the provisions of the 
State law that provides for enforcement with 
the provisions of sections 704 and 706 of the 
Act. together with reasons supporting the 
claim that such State law provides for: 

(i) Administrative enforcement of the 
State law referred to in subparagraph (b)(1) 
that is at least equivalent to the enforcement 
provided under section 704 of the Act; 

(11) Civil liability for a failure to comply 
with the requirements of the State law that 
is substantially similar to that provided 
under section 706 of the Act. including class 
action liability and the ability of the State 
Attorney General or other appropriate State 
official to commence a civil action under cir¬ 
cumstances equivalent to those prescribed in 
section 706 of the Act. except that such State 
law may provide a greater damage remedy or 
other, more extensive remedies; 

(ill) A statute of limitations that pre¬ 
scribes a period for civil liability actions of 
substantially similar duration to that pro¬ 
vided under section 706(f) of the Act, or a 
longer period; and 


1 As applicable, references to “class of credit 

transactions" in this supplement include one 
or more of such classes of credit transac¬ 

tions. 


(iv) A scope of discovery relating to a cred¬ 
itor’s credit granting standards under appro¬ 
priate discovery procedures in a court action 
or agency proceeding that is at least equiva¬ 
lent to that provided under section 706(J) of 
the Act. 

(5) A statement identifying the office des¬ 
ignated or to be designated to administer the 
State law referred to in subparagraph (b)(1), 
together with complete information regard¬ 
ing the fiscal arrangements for administra¬ 
tive enforcement (Including the amount of 
funds available or to be provided), the num¬ 
ber and qualifications of personnel engaged 
or to be engaged in enforcement, and a de¬ 
scription of the procedures under which such 
State law is to be administratively enforced. 
Including, if relevant, administrative en¬ 
forcement regarding Federally-chartered 
creditors. 2 

The statement should include reasons to 
support the claim that there is adequate pro¬ 
vision for enforcement of such State law. 

(c) Criteria for Determination. The Board 
will consider the following criteria, and any 
other relevant information, in determining 
whether the law of a State is substantially 
similar to. or provides greater protection to 
applicants than, the provisions of sections 
701 and 702 of the Act regarding the class of 
action transactions within that State, and 
whether there is adequate provision for State 
enforcement of such law. In making that de¬ 
termination, the Board primarily will consid¬ 
er each provision of the State law in compar¬ 
ison with each corresponding provision in 
sections 701 and 702 of the Act. and not the 
State law as a whole in comparison with the 
Act as a whole. 

(1) In order for provisions of State law to 
be substantially similar to, or provide greater 
protection to applicants than, the provisions 
of sections 701 and 702 of the Act, the provi¬ 
sions of State law 3 * at least shall provide that: 

(i) Definitions and rules of construction, 
as applicable, import the same meaning and 
have the same application as those prescribed 
by sections 701 and 702; 

(ii) Creditors provide all of the applicable 
notifications required by the provisions of 
sections 701 and 702 of the Act with the con¬ 
tent and in the terminology, form, and time 
periods prescribed by this Part pursuant to 
sections 701 and 702; however, required ref¬ 
erences to State law may be substituted for 
the references to Federal law required in this 
Part. Notification requirements under State 
law in additional circumstances or with ad¬ 
ditional detail that does not frustrate any of 
the purposes of the Act may be determined 
by the Board to be consistent with sections 
701 and 702. 

(ill) Creditors take all affirmative actions 
and abide by obligations substantially sim¬ 
ilar to those prescribed by sections 701 and 


2 Transactions within a State in which a 
Federally-chartered institution is a creditor 
shall not be considered subject to exemption, 
and such Federally-chartered creditors shall 
remain subject to the requirements of the 
Act and administrative enforcement by the 
appropriate Federal authority under section 
704 of the Act. unless it is established to the 
satisfaction of the Board that appropriate 
arrangements have been made with such Fed¬ 
eral authorities to assure effective enforce¬ 
ment of the requirements of State laws re¬ 
garding such creditors. 

* This paragraph is not to be construed as 
indicating that the Board would consider 
adversely any additional requirements of 
State law that are not inconsistent with the 
purpose of the Act or the requirements im¬ 
posed under sections 701 and 702 of the Act. 


702 of the Act under substantially similar or 
more stringent conditions and within the 
same or more stringent time periods as are 
prescribed in sections 701 and 702 of the 
Act. 


(iv) Creditors abide by the same or more 
stringent prohibitions as are prescribed by 
sections 701 and 702 of the Act. 

(v) Obligations or responsibilities imposed 
on applicants are no more costly, lengthy, or 
burdensome relative to applicants’ exercis¬ 
ing any of the rights or gaining the bene¬ 
fits of the protections provided in the State 
law than corresponding obligations or re¬ 
sponsibilities imposed on applicants in sfac¬ 
tions 701 and 702 of the Act. 

(vi) Applicants’ rights and protections a’-e 
substantially similar to, or more favorable 
than, those provided by sections 701 and 702 
of the Act under conditions or within time 
periods that are substantially similar to. or 
more favorable to applicants than, those pre¬ 
scribed by sections 701 and 702 of the Act. 

(2) In determining whether provisions for 
enforcement of the State law referred to in 
paragraph (1) of paragraph (b) are ade¬ 
quate. consideration will be given to the ex¬ 
tent to which under State law, provision is 
made for: 

(i) Administrative enforcement, including 
necessary facilities, personnel, and funding: 

(ii) Civil liability for a failure to comply 
with the requirements of such a State law 
that is substantially similar to, or more ex¬ 
tensive than, that provided under section 
706 of the Act; 

(lii) A statute of limitations for civil lia¬ 
bility of substantially similar or longer dura¬ 
tion as that provided under section 706 of 
the Act; and 

(iv) A scope of discovery relating to a 
creditor’s credit granting standards that is at 
least equivalent to that provided under sec¬ 
tion 706 (J) of the Act. 

(d) Public Notice of Filing and Proposed 
Rule Making. In connection with any appli¬ 
cation that has been filed in accordance with 
the requirements of paragraphs (a) and (b) 
of this Supplement and following initial re¬ 
view of the application a notice of such 
filing and proposed rule making shall be pub¬ 
lished by the Board in the Federal Register. 
and a copy of such application shall be made 
available for examination by interested per¬ 
sons during business hours at the Board a"d 
at the Federal Reserve Bank for each Fed¬ 
eral Reserve District in which the State mak¬ 
ing the application is situated. A period of 
time shall be allowed from the date of such 
publication for interested parties to submit 
written comments to the Board regarding 


;hat application. 

(e) Exemption from Requirements. If the 
3oard determines on the basis of the informa¬ 
tion before it that, under the law of a State, 
i class of credit transactions is subject to 
•equirements substantially similar to. or 
that provide greater protection to applicants 
than, those imposed under sections 701 ano 
102 of the Act and that there is adequate 
provision for State enforcement, the Boara 
vill exempt the class of credit tranaactio 
m that State from the requirements or sec¬ 
tions 701 and 702 of the Act in the following 
manner and subject to the following con 
Lions: 

(1) Notice of the exemption shall be pub¬ 
lished in the Federal Register, and the B° 
shall furnish a copy of such notice to 
State official who made application ror bu 
exemption, to each Federal authority resp -* 
»ible for administrative enforcement , he 
requirements of sections 701 and 702 he 
\ct. and to the Attorney Genial oftne 
United States. Additionally. the Board 
inelude any exemption granted In an PP* 
prlate listing in Supplement II to tnis r 
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Any exemption granted shall be effective 90 
days after the date of publication of such 
notice in the Federal Register. 

(2) The appropriate official of any State 
that receives an exemption shall Inform the 
Board In writing within 30 days of any 
change in the State laws referred to in sub- 
paragraphs (b)(1) and (b) (3). The report of 
any such change shall contain copies of the 
full text of that change, together with state¬ 
ments setting forth the Information and 
opinions regarding that change that are spe¬ 
cified in subparagraphs (b)(2) and (b)(4). 
The appropriate official of any State that has 
received such an exemption also shall file 
with the Board from time to time such re¬ 
ports as the Board may require. 

(3) The Board shall inform the appropriate 
official of any State that receives such an 
exemption of any subsequent amendments 
of the Act (Including the implementing pro¬ 
visions of this Part, the Board's formal In¬ 
terpretations, and, interpretations or ap¬ 
provals Issued by an authorized official or 
employee of the Federal Reserve System) 
that might necessitate the amendment of 
State law for the exemption to continue. 

(4) No exemption shall extend to the ad¬ 
ministrative enforcement or civil liability 
provisions of sections 704 and 706 of the Act. 
After an exemption Is granted, the require¬ 
ments of the applicable State law shall con¬ 
stitute the requirements of sections 701 and 
702 of the Act. 


(f) Adverse Determination. (1) If, after 
publication of a notice in the Federal Regis¬ 
ter as provided under paragraph (d), the 
Board finds on the basis of the information 
before it that It cannot make a favorable de¬ 
termination in connection with the applica¬ 
tion, the Board shall notify the appropriate 
State official of the facts upon which such 
findings are based and shall afford that State 
authority a reasonable opportunity to dem¬ 
onstrate or achieve compliance. 

(2» If, after having afforded the State au¬ 
thority such opportunity to demonstrate or 
achieve compliance, the Board finds on the 
basis of the Information before it that it still 
cannot make a favorable determination in 
connection with the application, the Board 
shall publish in the Federal Register a no¬ 
tice of its determination regarding the ap¬ 
plication and shall furnish a copy of such 
notice to the State official who made appli¬ 
cation for such exemption. 

(g> Revocation of Exemption, (l) The 
Board reserves the right to revoke any ex¬ 
emption granted under the provisions of this 
Supplement If at any time It determines that 
the state law does not. in fact, impose re¬ 
quirements that are substantially similar to, 
or that provide greater protection to appli¬ 
cants than, those Imposed under sections 701 
and 702 of the Act or that there Is not. In 
fact, adequate provision for State enforce¬ 
ment. 

.. Before revoking any such exemption, 
"if , B ° ar d shall notify the appropriate State 
oraclaLof the facts or conduct that. In the 
% °P lnion ’ warrants such revocation, 
and shall afford that State such opportunity 
tne Board deems appropriate in the cir¬ 
cumstances to demonstrate or achieve com- 


<3) If, after having been afforded the op¬ 
portunity to demonstrate or achieve compll- 
»ce, the Board determines that the State 
nas not done so. notice of the Board’s inten- 
!» c °k J° revoke Sl| ck exemption shall be pub- 
,.,77 ** a notice of proposed rule making 
I? Pederai * Register. A period of time 
£5“ be allowed from the date of such pub- 
cation for the Board to receive written com- 
from interested persons to Bubmlt 
comments to the Board regarding the 
proposed rule making. 

* JUcil coemption Is revoked, notice 
revocation shall be published by the 
th e Federal Register, and a copy 
such notice shall be furnished to the ap¬ 


propriate State official, to the Federal author¬ 
ities responsible for enforcement of the re¬ 
quirements of the Act, and to the Attorney 
General of the United States. The revocation 
shall become effective, and the class of trans¬ 
actions affected within that State shall be¬ 
come subject to the requirements of sections 
701 and 702 of the Act, 90 days after the 
date of publication of the notice In the 
Federal Register. 

To aid in the consideration of this 
matter by the Board, interested persons 
are invited to submit relevant data or 
comments. Members of the public are 
urged to comment not only on provisions 
they believe should be changed or added, 
but also on proposed provisions they be¬ 
lieve should remain in the regulation. All 
comments should be submitted in writ¬ 
ing to the Secretary, Board of Governors 
of the Federal Reserve System, Wash¬ 
ington, D.C. 20551, to be received not 
later than December 3. 1976. Written 
comments will be made available for 
public inspection and copying upon re¬ 
quest except as provided in § 261.6(a) of 
the Board rules regarding availability 
of information (12 CFR Part 261). All 
material submitted should include the 
docket number R-0031. 

This notice of proposed rulemaking is 
published pursuant to the Board’s au¬ 
thority under Section 703(ai of the Equal 
Credit Opportunity Act (15 U.S.C. 
1691b). 

By order of the Board of Governors, 
November 1,1976. 

Theodore E. Allison. 

Secretary of the Board. 

[FR Doc.76-32713 Filed 11-5-76;8:45 am] 


DEPARTMENT OF 
TRANSPORTATION 

Federal Aviation Administration 
[14 CFR Parts 71, 73] 

[Airspace Docket No. 76-SO-78) 
TEMPORARY RESTRICTED AREAS 
Proposed Designation 

The Federal Aviation Administration 
(FAA) is considering amendments to 
Parts 71 and 73 of the Federal Aviation 
Regulations that would designate several 
temporary restricted areas over portions 
of Ga. and N.C. to contain a joint mili¬ 
tary training exercise Solid Shield 77. 
The designations would extend from 
May 12, 1977, through May 25, 1977. 
Those areas encompassing airspace at or 
above 14,500 feet MSL would also be in¬ 
cluded in the continental control area 
for the duration of their time of designa¬ 
tion. 

Consistent with this proposal, nonrule¬ 
making action will also be required to 
establish two temporary military opera¬ 
tions areas in the vicinity of Savannah, 
Georgia. The establishment of these tem¬ 
porary military operations areas would 
extend from May 12. 1977 through May 
14,1977. 

Interested persons may participate in 
the proposed rulemaking by submitting 
such written data, views or arguments as 
they may desire. Communications should 
identify the airspace docket number and 
be submitted in triplicate to the Director, 


Southern Region. Attention: Chief, Air 
Traffic Division, Federal Aviation Ad¬ 
ministration, P.O. Box 20636, Atlanta, 
Ga. 30320. All communications received 
on or before December 8. 1976, will be 
considered before action is taken on the 
proposed amendments. The proposals 
contained in this notice may be changed 
in the light of comments received. 

An official docket will be available for 
examination by interested persons at the 
Federal Aviation Administration. Office 
of the Chief Counsel, Attention: Rules 
Docket, AGC-24, 800 Independence Ave¬ 
nue SW.. Washington. D.C. 20591. An 
informal docket will also be available for 
examination at the office of the regional 
Air Traffic Division Chief. Request for 
copies of this Notice of Proposed Rule 
Making should be addressed to the Fed¬ 
eral Aviation Administration, Office of 
Public Affairs, Attention: Public Infor¬ 
mation Center, APA-320, 800 Independ¬ 
ence Avenue, SW., Washington, D.C. 
20591. 

The proposed amendments would des¬ 
ignate the following temporary restricted 
areas: 

R—5309A Solid Shield 77 

Boundaries. Beginning at Lat. 35*05*00" N.. 
Long. 79*36'00"W.; to Lat. 35*07*05" N.. 
Long. 79°22'50" W.; thence south and east 
along R-5311A to Lat. 35*02*45" N., Long. 
79*17*00" W.; to Lat. 35*00'00" N.. Long. 
79*17*00" W.; to Lat. 34*57*00" N.. Long. 
79*36*00" W.; to point of beginning. 
Designated altitudes. Surface to 12,000 feet 
MSL. 

Time of designation. Continuous—May 12, 
1977, through May 25. 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R 5309B Solid Shield 77 

Boundaries. Beginning at Lat. 35*16 00" N.. 
Long. 70°14'00** W.; to Lat. 35*16*00" N., 
Long. 79*02*30" W; to Lat. 35°ll*00" N.. 
Long. 79*02*30" W.; thence west along 
R-5311A to Lat. 35* 12'00" N.. Long. 79‘- 
14'00" W.; to point of beginning. 

Designated altitudes 1200 feet MSL to but 
not including FL 180. 

Time of designation. Continuous—May 12. 

1977, through May 25, 1977. 

ControUlng agency. Federal Aviation Admin¬ 
istration. Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R-5309C Solid Shield 77 

Boundaries. Beginning at Lat. 35*16*00" N., 
Long. 78*32*00" W.; to Lat. 35*16*00" N , 
Long. 78*08*00" W.; to Lat. 35* 10*00" N., 
Long. 77*59*00" W.; to Lat. 34°58’00" N., 
Long. 78*03*00" W.; to Lat. 35*00*00" N.. 
Long. 78*24*00" W.; to point of beginning. 
Designated altitudes. 7,000 feet MSL to 10.009 
feet MSL. 

Time of designation. Continuous—May 12. 

1977, through May 25. 1977. 

ControUlng agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R-5309D Solid Shield 77 

Boundaries. Beginning at Lat. 35*00*00" N., 
Long. 78°24'00” W.: to Lat. 34*68*00" N„ 
Long. 78*03*00" W.; to Lat. 34*49*20" N., 
Long. 78*07*30" W.; to Lat. 34°51'57" N„ 
Long. 78*27*45** W.; to point of beginning. 
Designated altitudes. 7,000 feet MSL to 10,000 
feet MSL, 
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Time of designation. Continuous—May 12, 
1977, through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand, Norfolk, Va. 

R-5309E Solid Shield 77 

Boundaries. Beginning at Lat. 34*53'45" N., 
Long. 78*42*00" W.; to Lat. 34°49'20" N.. 
Long. 78*07*30'* W.; to Lat. 34*17*00" N., 
Long. 78*30*00" W.; to Lat. 34*25*00" N.. 
Long. 78*43*00" W.; to Lat. 34°50'00" N.. 
Long. 78*46 00" W.; to point of beginning. 

Designated altitudes. 1200 feet MSL to 10,000 
feet MSL. 

Time of designation. Continuous—May 12, 
1977. through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R-5309F Solid Shield 77 

Boundaries. Beginning at Lat. 35*15'00" N., 
Long. 77*30*00" W.; to Lat. 34*57*30" N., 
Long. 77°02*00" W.; thence Southwest 
along Restricted Areas R-5306A, B. C, D 
and E to Lat. 34*30*20" N.. Long. 77*15*50** 
W.; thence 3-nautlcal miles from and par¬ 
allel to the shoreline to Lat. 34* 18’00" N.. 
Long. 77*37*30" W.; to Lat. 34*28*00" N.. 
Long. 77°38'00" W.; to Lat. 34*33*30" N. f 
Long. 77*49*00" W.; to Lat. 34*51*30" N., 
Long. 77*52*00" W.; to Lat. 35*03'00" N.. 
Long. 77*43*00" W.; to Lat. 35°11'00'* N., 
Long. 77*36*00" W.; to point of beginning, 
excluding that airspace from the surface 
to 3,000 feet MSL within a 5-statute mile 
radius circle centered on the Albert Ellis 
Airport (Lat. 34*49*49" N., Long. 77*36*42'* 
W.) and extending 4 nautical miles each 
side of the final approach courses for the 
Albert Ellis ILS RWY-5 (051 *R) and 
NDB-5 (061*M) approaches. 

Designated altitudes. Surface to 10,000 feet 
MSL. 

Time of designation. Continuous—May 12, 
1977. through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R-5309G Solid Shield 77 

Boundaries. Beginning at Lat. 34° 57'30" N., 
Long. 77*02 00" W.; to Lat. 34*43 15" N., 
Long. 76*47*30" W.; to Lat. 34°42'00" N„ 
Long. 76*54*45" W.: to Lat. 34*50*30'* N., 
Long. 77*05*00" W.; to Lat. 34*49*30" N., 
Long. 77*10*00" W.; to point of beginning. 

Designated altitudes. Surface to 3,000 feet 
MSL. 

Time of designation. Continuous—May 12, 
1977. through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United^ States Atlantic Com¬ 
mand, Norfolk, Va. * 

R-5309H Solid Shield 77 

Boundaries. Beginning at Lat. 34*43*16" N., 
Long. 76*47*30" W.; to Lat. 34°38*30" N., 
Long. 76*43*00" W.; thence west along a 
line 3 nautical miles from and parallel to 
the shoreline to Lat. 34*37*30" N., Long. 
76°56*20" W.: thence north and east along 
Restricted Areas R-5306C and R-5306B to 
point of beginning. 

Designated altitudes. 1200 feet MSL to FL 
180. 

Time of designation. Continuous—May 12. 
1977, through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 
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R-53091 Solid Shield 

Boundaries. Beginning at Lat. 35° 16*00" N.. 
Long. 79 02*30" W.; to Lat. 35° 16*00" N.. 
Long. 78*08*00" W.; to Lat. 35*10 00" N., 
Long. 77*59*00" W.; to Lat. 34*58*00** N., 
Long. 78°03'00" W.; to Lat. 34*49*20" N., 
Long. 78*07*30" W.; to Lat. 34°17'00" N., 
Long. 78*30*00 W.; to Lat. 34*25*00" N.. 
Long. 78*43*00" W.; to Lat. 34*50*00** N-, 
Long. 78*46*00" W.; to Lat. 34*52*00" N.. 
Long. 78'57’45" W.; to Lat. 35*02*55" N.. 
Long. 79 05*40" W.; thence north along the 
boundary of Restricted Area R-5311A to 
Lat. 35*11*00" N.. Long. 79*02*30" W.; to 
point of beginning. 

Designated altitudes. 10,000 feet MSL to FL 
180. 

Time of designation. Continuous—May 12, 
1977. through May 25. 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R-5309J Solid Shield 

Boundaries. Beginning at Lat. 35*10*00" N., 
Long. 77*59*00" W.; to Lat. 35*11*00" N., 
Long. 77*36*00" W.; to Lat. 34*51*30" N., 
Long. 77*52*00" W.; to Lat. 34*17*20" N.. 
Long. 77*46*15" W.; to Lat. 34*17*00" N., 
Long. 78*30*00" W.; to Lat. 34*49*20" N., 
Long. 78*07*30" W.; to Lat. 34*58*00** N.. 
Long. 78*03*00'* W.; to point of beginning. 

Designated altitudes. 10,000 feet MSL to FL 
180. 

Time of designation. Continuous—May 12, 
1977. through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration. Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand Norfolk, Va. 

R-5309K Solid Shield 77 

Boundaries. Beginning at Lat. 35 26*00" N., 
Long. 77*07*00" W.; to Lat. 35*23*00" N.. 
Long. 76*34*30" W.; thence southwest along 
Restricted Areas R-5306 A, B, C. D and E 
and Warning Area W-122 to Lat. 34‘18*00" 
N., Long. 77*37*30" W.; to Lat. 34*17*20" 

N., Long. 77*46*15" W.; to Lat. 34*61*30" 

N„ Long. 77*52*00" W.; to Lat. 35*11*00" 

N., Long. 77*36*00** W.; to Lat. 35*24*00" 

N., Long. 77*17*00" W.: to point of begin- 
.ning. 

Designated altitudes. 10,000 feet MSL to FL 
180. 

Time of designation. Continuous—May 12, 
1977. through May 25.1977. 

Controlling agency. Federal Aviation Ad¬ 
ministration, Washington ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand. Norfolk, Va. 

R-5309L Solid Shield 77 

Boundaries. Beginning at Lat. 32 06*00'* N., 
Long. 81 *58*00" W.; to Lat. 32*05W* N., 
Long. 81*49*00'* W.; thence south and east 
along Restricted Areas R-3005 A and B to 
Lat. 31*56*16" N.. Long. 81°23'00" W.; to 

Lat. 31*54*00" N., Long. 81*17*00" W.; to 

Lat. 31*35*00" N., Long. 81*23*00" W.; to 

Lat. 31*35*00" N., Long. 82*04*30" W.; to 

Lat. 31*49*00" N.. Long. 82 a H*00" W.; to 

point of beginning. 

Designated altitudes. 1200 feet MSL to 17,000 
feet MSL. 

Time of designation. Continuous—May 12, 
1977. through May 25, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Jacksonville ARTC Center. 

Using agency. United States Atlantic Com¬ 
mand, Norfolk, Va. 

The nonrulemaking action associated 
with these temporary restricted areas 
would establish two temporary Mili¬ 
tary Operations Areas as follows: 


Location: Savannah/Pt. Stewart, Ga. 

1. STEWART 1 

Boundaries. Beginning at Lat. 31*56*15" N„ 
Long. 81*23*00" W.; to Lat. 31 48*45" N., 
Long. 80 58*00" W.; thence 3 nautical miles 
from and parallel to the U.S. shoreline to 
Lat. 31*32*00" N., Long. 81 WOO" W.: to 
Lat. 31*41*30" N.. Long. 81"36*20" W.; to 
Lat. 31 s 49'30" N., Long. 81*36'20" W; 
thence counterclockwise along the Ft. 
Stewart control zone and Rr-3005B to point 
of beginning. 

Altitudes. 1200 feet MSL to 6000 feet MSL. 
Time of use. Continuous—May 12. 1977, 
through May 14,1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Jacksonville ARTC Center. 
Scheduling agency. United States Atlantic 
Command, Norfolk, Va. 

2. STEWART 2 

Boundaries.- Beginning %t Lat. 32*00*00" N., 
Long. 81° 19*30'* W.; to Lat. 32°00'00" N.. 
Long. 80*47*30" W.; thence 3 nautical miles 
from ahd parallel to the U.S. shoreline to 

Lat. 31*35*00" N.. Long. 81*05*45" W.; to 

Lat. 3135*00" N., Long. 81*23*00" W., to 

Lat. 31*54*00" N., Long. 81*17*00" W : to 

Lat. 31*56*15'* N.. Long. 81*23*00" W.; 
thence north along the boundary of R- 
3005B to point of beginning. 

Altitudes. 15,000 feet MSL to but not includ¬ 
ing FL 180. 

Time of use. Continuous—May 12 through 
May 14, 1977. 

Controlling agency. Federal Aviation Admin¬ 
istration, Jacksonville ARTC Center. 
Scheduling agency. United States Atlantic 
Command, Nprfolk, Va. 

Temporary Restricted Areas R-5309B, 
H, I, J, K and L defined above would be 
included in the continental control area 
for the duration of their time of desig¬ 
nation. 

The proposed restricted areas would be 
used to contain a joint military training 
exercise, “Solid Shield 77”, involving co¬ 
ordinated amphibious/airborne assault 
operations. Several military units would 
participate; however, no ordnance would 
be expended (within the areas herein 
proposed) and also supersonic flight 
would be prohibited. Similar exercises 
have been conducted annually in the 
same general area for several years. As 
with previous exercises. “Solid Shield 77“ 
would provide the military services with 
an opportunity to test and evaluate the 
coordination procedures used durtng 
complex joint military operations. The 
proposed restricted areas would be re¬ 
quired for safety to separate nonpartici¬ 
pating aircraft from the extensive air 
activity of the participating military 
forces. 

The proposed temporary Military 
Operations Areas (MOAs) would alert 
nonparticipating pilots of numerous fixed 
wing and helicopter aircraft training 
activities that is planned to be conducted 
within that airspace from May 12-H. 
1977. IFR flights will be rerouted or pro¬ 
vided IFR separation from military oper¬ 
ations within the areas. No flight Re¬ 
strictions or additional communications 
requirements would be imposed on VFR 
flights. However, pilots operating under 
VFR should exericse extreme caution 
while flying within these MOAs during 
their times of use. 
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Throughout the exercise the using 
agency would allow scheduled air carrier 
nights and other nonparticipating air¬ 
craft into or through the temporary re¬ 
stricted areas when exercise operations 
permit. The using agency would provide 
all necessary communication lines re¬ 
quired by the Federal Aviation Admin¬ 
istration and it would also provide a wide 
area telecommunications service number 
so that nonparticipating pilots can obtain 
clearances on an individual basis without 
charge to themselves. Additionally, FAA 
and military representatives will visit 
or contact civil airport managers and 
aviation interests in the exercise area to 
explain the exercise and answer questions 
that may arise. The FAA will develop 
procedures to accommodate nonpartici¬ 
pating aircraft that would be affected by 
this exercise. 

These amendments are proposed under 
the authority of section 307(a) of the 
Federal Aviation Act of 1958 (49 U.S.C. 
1348(a)) and section 6(c) of the Depart¬ 
ment of Transportation Act (49 U.S.C. 
1655(c)). 

Issued in Washington, D C., on Octo¬ 
ber 29, 1976. 

William E. Broadwater. 

Chief, Airspace and Air 
Traffic Rules Division. 

(FR Doc.76-32532 Filed ll-6-76;8:45 am) 

CIVIL AERONAUTICS BOARD 

[ 14CFR Part 221] 

(EDR-305, Docket 29421, Dated: 

September 21, 19761 

CONSTRUCTION, PUBLICATION, FILING 

AND POSTING OF TARIFFS OF AIR CAR¬ 
RIERS AND FOREIGN AIR CARRIERS 

Service of Charter Tariff Publications on 
Charterers; Correction 

The submission date appearing on line 
5 of paragraph 3 of page one. published 
at 41 FR 41928, September 24, 1976. 

Dated: September 24. 1976. 

By the Civil Aeronautics Board. 

Phyllis T. Kaylor, 

Secretary. 

|FR Doc 76-32777 Filed 11-5-76:8:45 am| 


department of housing and 

URBAN DEVELOPMENT 

Federal Insurance Administration 
[24CFR Part 1917] 

| Docket No. FI-23321 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Flood Elevation Determinations 
for Borough of Elmwood Park, New Jersey 

The Federal Insurance Administrator, 
m accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
'Pub. L. 93-234. 87 Stat. 980, which 
added section 1363 to the National Flood 
insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448), (42 U.S.C. 4001- 
•1128), and 24 CFR Part 1917 (§ 1917.4 
* a ' ' • hereby gives notice of his proposed 


determinations of flood elevations for the 
Borough of Elmwood Park, New Jersey. 

Under these Acts, the Administrator, 
to w T hom the Secretary has delegated the 
statutory authority, must develop criteria 
for flood plain management in identified 
flood hazard areas. In order to partici¬ 
pate in the National Flood Insurance 
Program, the Borough of Elmwood Park 
must adopt sound flood plain manage¬ 
ment measures that are consistent with 
the flood elevations determined by the 
Secretary. 

Proposed flood elevations < 100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show- 


Source of flooding Location 


ing the detailed outlines of the flood 
prone areas and the proposed flood ele¬ 
vations are available for review at 
Borough Hall, Market Street. Elmwood 
Park, New Jersey 07407. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Richard A. Mola. 
Borough Hall, Market Street, Elmwood 
Park, New Jersey 07407. The period for 
comment will be ninety days following 
the second publication of this notice in 
a newspaper of local circulation in the 
above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Elevation Width from shoreline or hank 
In feet stream (facing downstream» to 
above mean 100-yr flood Ixmndary (feet) 

sea level- 

Right Left 


•18 

150 

350 

47 

too 

1.150 

43 


200 

3* 

30Q 

t.ADQ 


Fleischer Brook.Hilbert Ave... 

Main Avc_ 

Van Riper Ave. 
Mnrtlm Ave... 


(National Flood Insurance Act of 1968 (Title XIII of Housing and Urban Development Act 
ot 1968), effective January 28, 1969 (33 FR 17804, November 28, 1968), as amended (42 U.S.C. 
4001-4128); and Secretary’s delegation of authority to Federal Insurance Administrator 
34 FR 2680, February 27, 1969, as amended by 39 FR 2787, January 24, 1974.) 


Issued: September 23.1976. 


Howard B. Clark. 

Acting Federal Insurance Administrator. 


(FR Doc.76-32488 Filed 11-5-76:8:45 amj 


[24 CFR Part 1917] 

(Docket No. FI-2336J 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Flood Elevation Determinations 
for Borough of Peapack and Gladstone, 
New Jersey 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448). (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§ 1917.4 
(a)), hereby gives notice of his proposed 
determinations of flood elevations for 
the Borough of Peapack and Gladstone. 
New Jersey. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop crite¬ 
ria for flood plain management in iden¬ 
tified flood hazard areas. In order to par¬ 


ticipate in the National Flood Insurance 
Program, the Borough of Peapack and 
Gladstone must adopt sound flood plain 
management measures that are consis¬ 
tent with the flood elevations determined 
by the Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at Bor¬ 
ough Hall, Prospect Street, Peapack. New 
Jersey 07977. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Albert M. Sracic, 
Borough Hall. Prospect Street, Peapack. 
New Jersey 07977. The period for com¬ 
ment will be ninety days following the 
second publication of this notice In a 
newspaper of local circulation in the 
above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Elevation Width from shoreline or bank of 
in feet stream (faring downstream) to 

Source of itomting Location alwrve mean 100-yr flood boundary (Aset) 

sea level -—— - 

Right Left 


North branch 
Raritan River. 
TVupnck brook.. 


Tributary A 
Tributary C* *. 


Smith Picnic Bridge 1 . 

C. V. Smith Bridge . 

Erie-Lackawanna RR.‘...1. 

Park Ave. Bridge ‘. 

Main 8t. Bridge.-. 

U.S. ronte 206 ». 

Holland Ave.i. .... 

Main St. Bridge . 

Brook Hollow Drive Bridge.. 


» Downstream aide of road. 

* Outside corporate limits. 

• At bank. 


237 ^ 

10 

0 ) 


2« 

(*) 

C*) 


177 

20 


20 

218 

10 


220 

238 

177 ... 

800 


160 

180 

50 


* 00 

239 

710 


420 

261 

70 


M 
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(National Flood Insurance Act of 1968 (Title 
XIII of Housing and Urban Development Act 
of 1968), effective January 28, 1969 (33 FR 
17804, November 28, 1968), as amended; (42 
U3.C. 4001-4128); and Secretary’s delegation 
of authority to Federal Insurance Adminis¬ 
trator, 34 FR 2680, February 27. 1969. as 
amended by 39 FR 2787, January 24, 1974.) 

Issued: September 23,1976. 

Howard B. Clark, 
Acting Federal 
Insurance Administrator. 

|FR Doc.76-32490 Filed 11-5-76;8:45 am) 


[24 CFR Part 1917] 

(Docket No. FI-2327) 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for City of Adel, Georgia 

The Federal Insurance Administrator, 
in accordance with Section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448), (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 8 1917.4 


(a)), hereby gives notice of his proposed 
determinations of flood eleyations for 
the City of Adel. Georgia. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated 
the statutory authority, must develop 
criteria for flood plain management in 
identifled flood hazard areas. In order 
to participate in the National Flood In¬ 
surance Program, the City of Adel, Geor¬ 
gia must adopt sound flood plain man¬ 
agement measures that are consistent 
with the flood elevations determined by 
the Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at City 
Hall, Adel. Georgia 31620. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should imme¬ 
diately notify Mayor Allen Parrish, P.O. 
Box 409, Adel, Georgia 31620. The period 
for comment will be ninety days follow¬ 
ing the second publication of this notice 
in a newspaper of local circulation in the 
above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Elevation Width from shoreline or bank of 
in feet stream (facing downstream) to 

Source of flooding Location above mean 100-yr flood boundary (feet) 

lea level - 

Right Left 


Bear Creek- -- 

.. Mitchell St.!. 


227 

410 


240 


4th St. 


223 

280 


240 


East 6th St. 


222 

320 


300 

Glddens Mill Creek- 

... Elm St. 


230 

320 

(*) 



Georgia Southern A Florida RR... 
... Hutchinson Ave . 


280 

480 

<9 


Channel A. 


228 • 

220 


480 


East Rogers St. 


225 

120 


too 


South Gordon Ave./. 


223 

120 


180 


i Extends to oorjiorate limits. 

(National Flood Insurance Act of 1968 (Title 
XIH of Housing and Urban Development Act 
of 1968), effective January 28. 1969 (33 FR 
17804. November 28. 1968). as amended; (42 
US.C. 4001-4128); and Secretary’s delegation 
of authority to Federal Insurance Adminis¬ 
trator. 34 FR 2080. February 27. 1969, as 
amended by 39 FR 2787, January 24. 1974.) 

Issued: September 23,1976. 

Howard B. Clark, 
Acting Federal 
Insurance Administrator. 

(FR Doc.76-32481 Filed 11-5-76;8:45 am) 


[24 CFR Part 1917] 

|Docket No. FI-2329) 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for City of Chaska, Minnesota 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title Xin of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448) <42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§ 1917.4 
(a)), hereby gives notice of his proposed 


determinations of flood elevations for 
the City of Chaska, Minnesota. 

Under these Acts, the Administrator, 
to whom the Secretary’ has delegated the 
statutory authority, must develop cri¬ 
teria for flood plain management in 
identified flood hazard areas. In order to 
participate in the National Flood Insur¬ 
ance Program, the City of Chaska must 
adopt sound flood plain management 
measures that are consistent with the 
flood elevations determined by the 
Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at City 
Hall, 205 East 4th Street, Chaska, Minne¬ 
sota 55318. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Leon Schmidt, City 
Hall. 205 East 4th Street, Chaska, Min¬ 
nesota 55318. The period for comment 
will be ninety days following the second 
publication of this notice in a newspaper 
of local circulation in the above-named 
community. 

The proposed 100-year Flood Eleva¬ 
tions are: 
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Source of flooding 

Location 

Elevation 
in feet 
above mean 
lea level 

Width from shoreline or bonk of 
stream (facing downstream) to 
100-yr flood boundary (feet) 

Right Left 

East Creek. 

Brandotidalo Rd. 

774 

30 

35 


Croat own Blvd.. 

747 

760 

330 



73S 

2,230 

1,710 

Chaska Crook. 

C.S.A.lf 10... 

753 

20 

30 


U.S. Highway 212. 

736 

60 

2,150 

Minnesota River. 

Minnesota Highway 41...*__ 

722 

(J) 

1 , too 


Milwaukee RR. 

722 

0> 

3,640 


1 Outside Cliaska corporate limits. 


(National Flood Insurance Act of 1968 (Title 
Xin of Housing and Urban Development Act 
of 1968). effective January 28, 1969 (33 FR 
17804, November 28, 1968), as amended; (42 
U.S.C. 4001-4128); and Secretary’s delegation 
of authority to Federal Insurance Adminis¬ 
trator. 34 FR 2680, February 27, 1969. as 
amended by 39 FR 2787, January 24. 1974.) 

Issued: September 29,1976. 

J. Robert Hunter, 
Federal Insurance 
Administrator. 

(FR Doc.76-32483 FUed 11-5-76;8:46 am! 


[24CFR Part 1917] 

(Docket No. FI-2338( 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for City of Gastonia, North Carolina 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title xm of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448), (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§ 1917.4 


(a)), hereby gives notice of his proposed 
determinations of flood elevations for 
the City of Gastonia, North Carolina. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop cri¬ 
teria for flood plain management in 
identified flood hazard areas. In order to 
participate in the National Flood Insur¬ 
ance Program, the City of Gastonia must 
adopt sound flood plain management 
measures that are consistent with the 
flood elevations determined by the 
Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at City 
Hall, Gastonia. North Carolina 28052. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor P. Jefferies, City Hall, 
Gastonia, North Carolina 28052. The pe¬ 
riod for comment will be ninety days 
following the second publication of this 
notice in a newspaper of local circula¬ 
tion in the above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Source of flooding 


I nation 


Elevation 
in feet 
above mean 
lea level 


Width from shoreline or bank of 
stream (teeing downstream) to 
100-yr flood boundary (feet) 


Right Left 


Tributary 07.. . 


. . Redbud Dr.» .. . . 

Franklin Blvd.* . 

Cox Rd.' . _ ... 

... Monticello Dr . 

... Franklin Blvd.* ... 

... Gardner Park Dr.* . . 

.. Avondale Dr . . 

Fairfax Dr. .. 

... Franklin Blvd.* . 

Dunham Rd . 

662 

687 

697 

692 

673 

685 

743 

765 

701 

180 

380 

20 

146 

100 

130 

115 

60 

130 

95 

930 

290 

140 

260 

90 

120 

280 

70 

.. Remount Rd. 3 . . 

721 

90 

150 

.. Hoffman Rd.» . 

668 

25 

30 

8 . Marietta St.‘. . 

719 

10 

30 

Overhill St.». 

769 

65 

65 

.. Titman Kd . 

667 

20 

25 

.. Hudson Blvd 3 . .. 

706 

45 

405 

Laurel Lane « . . . 

728 

20 

25 

. Laurel Lane * .. 

707 

55 

00 

Hootch Dr.» .. 

730 

30 

50 

... Niblick Dr. 

709 

210 

05 

... Eilrd Rd . 

740 

75 

25 

... Osceola St. 1 . 

726 

90 

120 

Plymouth 8t.» . 

743 

90 

65 

... Eleventh Ave.* . 

726 

195 

60 

Tenth Ave.* .... 

729 

15 

15 

... Home Trail . 

746 

40 

20 

.. Garrison Blvd.* . 

Maple Ave . 

728 

20 

50 

.. Third Ave.* . 

741 

40 

15 

... Lin wood Rd. 1 .. . 

676 

60 

550 

... State Road 1132 . 

670 

40 

U5 

Chapel Grove Rd . 

... Wilwood Rd.* (extended) . 

681 

155 

150 

676 

110 

220 

... Kings Mountain Hwy.' . 

696 

SO 

95 

Newcastle Rd . .. . 

728 . 




See footnotes at end of table. 
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Elevation Width from shorplin© or bank of 
in fool stream (far inn downstream) to 

Source of flooding location above mean 100-yr flood lx)uudary (feet) 

sea lovcl — ■ — ■ — - 

Right Left 


Tributary R-5... 
Blackwood Circle. 


Tributary B-4..., 

Tributary B-5_ 

Tributary B-8... 

Long Circle. 

Tributary L-4... 
Tributary L-5... 
Tributary L-0... 

Tributary L-8_ 


Tributary L-8-1. 
• Tributary L-8-2. 
Tributary L-9... 

Tributary L-9-1. 
Tributary I/-9-2.. 
Tributary L-ll... 


.. Wilkinson Blvd.U..-. 

.. Davis Park Rd.»... 

Old West Lane.... 

5th A VC.'.. 

... Lynhaven Dr.‘___ _ r - 

Ciydf> St.»... 

... Bel mar Dr....... 

Echo Lane.. 

... Sherman St............................. 

Hampton St. 1 .. ..... 

... New Hope Rd.»_ ..... 

U.a Highway 221 «.. 

... Robinson Clemmer Rd____ 

... Modena St.*..... 

Davidson Ave.*.... 

... Rankin Lake Rd.*_ 

Caldwell St. „ 

Harrison St.‘__ ... 

... York St.-. 

... Morris St...._ .... 

... Tulip Dr.*. 

Davidson St.*... 

... Jenkens Rd.... 

.. Ware Ave....... 

... State Road 1327 * ... 


600 

40 

90 

681 

00 

90 

708 

CO 

30 

733 

45 

100 

717 

100 

15 

742 

80 

160 

708 

GO 

100 

711 

85 

35 

741 

25 

20 

751 

30 

25 

675 

30 

55 

787 

50 

80 

<-■; 

140 

300 

680 

95 

20 

680 

200 

230 

711 

65 

140 

704 

35 

35 

713 

100 

60 

733 

25 

30 

718 

115 

GO 

722 

50 

100 

601 

40 

45 

728 

80 

30 

752 

70 

140 

737 

80 

60 

707 

100 

50 


* Downstream side of road. 

* Upstream side of road. 

(National Flood Insurance Act of 1968 (Title XIII of Housing and Urban Development Act 
of 1968), effective January 28. 1969 (33 FR 17804, November 28. 1968), as amended; (42 U.S.C. 
4001-4128); and Secretary's delegation of authority to Federal Insurance Administrator k 
34 FR 2680, February 27. 1969. as amended by 39 FR 2787, January 24, 1974.) 


Issued: September 29,1976. 


J. Robert Hunter, 
Federal Insurance Administrator. 


[FR Doc.76-32492 Filed 11-6-76;8:45 am] 


[ 24 CFR Part 1917 ] 

[Docket No. FI-82381 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for City of Mora, Minnesota 

The Federal Insurance Administrator, 
In accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448). (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§ 1917.4 
(a)), hereby gives notice of his proposed 
determinations of flood elevations for the 
City of Mora, Minnesota. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop criteria 
for flood plain management in identified 
flood hazard areas. In order to partlci- 


Source of flooding Location 


pate in the National Flood Insurance 
Program, the City of Mora must adopt 
sound flood plain management measures 
that are consistent with the flood eleva¬ 
tions determined by the Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at City 
Hall. 117 Southeast Railroad Avenue, 
Mora, Minnesota 55051. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Robert Ardner, City 
Hall, 117 Southeast Railroad Avenue. 
Mora, Minnesota 55051. The period for 
comment will be ninety days following 
the second publication of this notice in 
a newspaper of local circulation in the 
above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Elevation Width from shoreline or bank of 
In feet stream (facing downstream) to 
above mean 100-yr flood Inmndary (feet) 

sea level - — 

Right Left 


Snake River. 


Mora Lake. 


County Highway 6 (upstream side)-- 

Burlington Northern RR (50 ft uj>- 
stream of railroad). 

Main Highways 23 and 65 (upstream 
side). 

Lake shore area....— 


969 

110 


575 

967 

020 


000 

964 

1,300 


90 

986 

<9 

CO 



■ Variable. 
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(National Flood Insurance Act of 1968 (Title 
XIII of Housing and Urban Development Act 
of 1968), effective January 28, 1969 (33 FR 
17804, November 28, 1968), as amended; (42 
U.S.C. 4001-4128); and Secretary's delegation 
of authority to Federal Insurance Adminis¬ 
trator. 34 FR 2680, February 27. 1969, as 
amended by 39 FR 2787, January 24, 1974.) 

Issued: September 29,1976. 

J. Robert Hunter, 
Federal Insurance 
Administrator. 

(FR Doc.76-32486 Filed 11-8-76;8;45 ami 


[24CFR Part 1917] 

|Docket No. FI-2326] 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for City of Tamarac, Florida 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448), (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§1917.4 
(a)), hereby gives notice of his proposed 


determinations of flood elevations for the 
City of Tamarac, Florida. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop criteria 
for flood plain management in identified 
flood hazard areas. In order to partici¬ 
pate in the National Flood Insurance 
Program, the City of Tamarac must 
adopt sound flood plain management 
measures that are consistent with the 
flood elevations determined by the Sec¬ 
retary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at City 
Hall, 5811 Northwest 88th Avenue, Tam¬ 
arac, Florida 33321. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Walter Falck, 5811 
Northwest 88th Avenue. Tamarac, Flor¬ 
ida 33321. The period for comment will 
be ninety days following the second pub¬ 
lication of this notice in a newspaper of 
local circulation in the above-named 
community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Source of flooding 

Location 

Elevation In 
feet above mean 
sea level 

Width 

C-14 and ponding. 

Center of intersection University Dr. and South- 

« 

1,802 ft—east of Inter¬ 

Ponding. ... 

gate Blvd. along Southgate Blvd. 


section. 

Center of Intersect Ion northwest 52d Ave. and 
Commercial Blvd. 

10 

2.H14 ft—southeast 
along Commercial 
Blvd. 

46i ft—north along 

41 at Tor. 


Center of Intersection Mainland Dr. and north¬ 
west 41st Ter. along 41 si Ter. 

s 


(National Flood Insurance Act of 1968 (Title XIH of Housing and Urban Development Act 
of 1968), effective January 28, 1969 (33 FR 17804, November 28. 1968), as amended (42 US.C. 
4001-4128); and Secretary's delegation of authority to Federal Insurance Administrator, 
34 FR 2680, February 27, 1969, as amended by 39 FR 2787. January 24, 1974.) 


Issued: September 29,1976. 


J. Robert Hunter, 
Federal Insurance Administrator. 
|FR Doc.76-32482 Filed 11-5-76:8:45 am] 


[24 CFR Part 1917] 

l Docket No. FI-23301 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for City of Crookston, Minnesota 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448), (42 U.S.C. 4001- 
412*). and 24 CFR Part 1917 <§ 1917.4 
(a)), hereby gives notice of his proposed 
determinations of flood elevations for the 
City of Crookston. Minnesota. 

Under these Acts, the Administrator, 
to whom tlie Secretary has delegated the 
statutory authority, must develop cri¬ 
teria for flood plain management in iden¬ 
tified flood hazard areas. In order to 


participate in the National Flood Insur¬ 
ance Program, the City of Crookston 
must adopt sound flood plain manage¬ 
ment measures that are consistent with 
the flood elevations determined by the 
Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at City 
Hall, Crookston, Minnesota 56716. 

Any person having knowledge. Infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Harold Thomforde, 
Box 372, Crookston, Minnesota 56716. 
Tiie period for comment will be ninety 
days following the second publication of 
this notice in a newspaper of local cir¬ 
culation in the above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 
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Elevation Width from shoreline or bank of 
in feet stream (facing downstream) to 

Source of flooding Location atwve mean 100-yr flood boundary (feet) 

tea level -■- 

Right Left 


Red Lake River. 

Robert Si. .. 

866 

90 

1,600 


Main 8t. 

864 

20 

950 


Sargent St ... . 

MR) 

30 

30 


(National Flood Insurance Act of 1968 (Title XHI of Housing and Urban Development Act 
of 1968), effective January 28. 1969 (33 FR 17804, November 28, 1968), as amended (*42 UjS.C. 
4001-4128); and Secretary’s delegation of authority to Federal Insurance Administrator. 
84 FR 2680, February 27, 1969. as amended by 39 FR 2787, January 24, 1974.) 


Issued: September 29.1976. 


J. Robert Hunter. 
Federal Insurance Administrator. 


| FR Doc.70-32485 Filed 11-6 76:8:45 am| 


[24CFR Part 1917] 

| Docket No. FI-23391 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Flood Elevation Determinations 
for City of Youngstown, Mahoning and 
Trumbull Counties, Ohio 

The Federal Insurance Administrator, 
in accordance with Section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 < Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448), 42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§1917.4 
(a)) hereby gives notice of his proposed 
determinations of flood elevations for the 
City of Youngstown. Mahoning and 
Trumbull Counties, Ohio. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop cri¬ 
teria for flood plain management in iden¬ 


Souive uf flooding Location 


tified flood hazard areas. In order to 
participate in the National Flood Insur¬ 
ance Program, the City must adopt flood 
plain management measures that are 
consistent with the flood elevations de¬ 
termined by the Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood eleva¬ 
tions are available for review at City 
Hall. Boardman and South Streets. 
Youngstown. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Jack C. Hunter. City 
Hall, Youngstown, Ohio 44503. The pe¬ 
riod for comment will be ninety days 
following the second publication of this 
notice in a newspaper of local circulation 
in the above-named community. 

The proposed 100-year Flood Eleva¬ 
tions axe: 


Elevation Width In from bank of stream 
In feet to 100-yr flood boundary faring 

al»ovc mean downstream 

sea level - 

Left Right 


Mahoning River. Corporate limits (north) . 

State Highway Til_ .. . 

West Ave .. 

Market 8t . 

Cedar St . 

Center St. 

Corporal limit* (southeast) . . 

Crab Creek. Corporate limits ( north). ... 

McOutTey Rd. 

Valley 8t. . .. 

Oak St... ... 


852 

250 

00 

850 

no 

60 

845 

440 

580 

842 

£00 

30 

8! Ml 

70 

80 

835 

280 

780 

830 • 

<«> 

50 

870 

30 

130 

850 

120 

190 

847 

220 

610 

846 

420 

230 


i Corporate limits. 

(National Flood Insurance Act of 1968 (Title 
XIH of Housing and Urban Development Act 
of 1968), effective January 28, 1969 (33 FR 
17804. November 28, 1968), as amended; (42 
US.C. 4001-4128); and Secretary’s delegation 
of authority to Federal Insurance Adminis¬ 
trator. 34 FR 2680, February 27. 1969, as 
amended by 39 FR 2787, January 24. 1974.) 

Issued: September 29,1976. 

J. Robert Hunter, 
Federal Insurance 
Administrator. 

(FR Doc.76-32494 FUed ll-6-76;8:45 am) 


[24 CFR Part 1917] 

| Docket No. FI-23341 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for Township of Manalapan, New Jersey 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIH of the 
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Housing and Urban Development Act of 
1968 Pub. L. 90-448), (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 (§ 1917.4 
(a)), hereby gives notice of his proposed 
determinations of flood elevations for 
the Township of Manalapan, New Jersey. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop crite¬ 
ria for flood plain management in 
identified flood hazard areas. In order to 
participate in the National Flood Insur¬ 
ance Program, the Township of Manala¬ 
pan must adopt sound flood plain man¬ 
agement measures that are consistent 
with the flood elevations determined by 
the Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 


tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood 
elevations are available for review at 
Town Hall, Manalapan, New Jersey 
07763. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Stanley Kuschick, 
P.O. Box 15, Manalapan, New Jersey 
07763. The period for comment will be 
ninety days following the second pub¬ 
lication of tills notice in a newspaper of 
local circulation in the above-named 
community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Source of Hooding 

Location 

Klevation 
in feet 
id>ovc mean 
lea level 

Width from shoreline or bank of 
stream (facing downstream) to 
100-yr flood boundary (feet) 

Right Left 

Manalapan Brook. 

Route 527. 

132 

in 

20 

Mill Rd . 

123 

t)U 

1IO 


Mlllhurst Rd . 

115 

70 

210 


Woodward Rd. 

95 

toil 

300 


Iron Ore Rd. . . 

82 

320 

130 


Dry Grove RiL.. 

78 

830 

280 

Tributary A. 

Route 33.. 

117 

39 

30 

Millhurst Kd... 

109 

80 

120 


Woodwunl Rd. 

97 

30 

10 

Still Hou.se Brook. 

Woodward Kd. .- 

107 

250 

200 

(lander Brook. 

Route 33. 

107 

230 

100 

Matchaponix Brook_ 

Old Bridge Rd. 

57 

MO 

500 

Pine Brook.. 

Covered Bridge Blvd... 

101 

169 

520 


Pine Brook Rd. 

95 

50 

1.50 


Pease Rd. 

S3 

20 

20 


Winthrop Dr. 

Pension Rd.... 

78 

40 

30 


83 

70 

150 

Tributary C. 

Pease Rd. 

S8 

70 

170 

Pine Brook Bridge___ 

85 

140 

50 

McOellairdfl Brook_ 

Craig Rd... 

84 

899 

0 


Tennont Rd. 

83 

1441 

0 


Taylors Mills Rd.. s _ 

72 

10 

10 

Milford Brook. 

Route 9. 

n ft 

20 

100 


Tennent Rd. 

8« 

210 

40 


Pease Rd..... 

86 

10 

400 


Conmack Lane____ 

70 

130 

70 

Tt'iwhcnms Brook__ 

Route 9. 

trt 

220 

240 


Tennont Rd.. 

83 

0 

130 

South Branch 

Ryan Rd.. 

98 

10 

10 

Tepehemua Brook. 
Wramaconk Crook. 

Route 522... 

108 

220 

100 


Penn Central HR. .... 

103 

350 

l**) 


Woodward Rd. . 

87 

600 

200 


Penn Central RR... 

79 

800 

100 


(National Flood Insurance Act of 1968 (Title XIII of Housing and Urban Development Act 
of 1968). effective January 28, 1969 (33 FR 17804, November 28. 1968), as amended (42 U.S.C. 
4001-4128); and Secretary’s delegation of authority to Federal Insurance Administrator, 
34 FR 2680, February 27. 1969, aa amended by 39 FR 2787. January 24, 1974.) 


Issued: September 23,1976. 


Howard B. Clark. 

Acting Federal Insurance Administrator . 


|FR Doc.76-32489 Filed 11-6-76:8:45 nm| 




[24 CFR Part 1917] 

I Docket No. FI-2337] 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Flood Elevation Determinations 
for Town of Windsor, North Carolina 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XHI of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448) (42 U.S.C. 4001- 
4128). and 24 CFR Part 1917 (5 1917.4 
(a)), hereby gives notice of his proposed 


determinations of flood elevations for the 
Town of Windsor, North Carolina. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop crite¬ 
ria for flood plain management in identi¬ 
fied flood hazard areas. In order to par¬ 
ticipate in the National Flood Insurance 
Program, the Town of Windsor must 
adopt sound flood plain management 
measures that are consistent with the 
flood elevations determined by the 
Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 


/ 
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prone areas and the proposed flood eleva¬ 
tions are available for review at Town 
Hall. Windsor. North Carolina 27983. 

Any person having knowledge, infor¬ 
mation. or washing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Lewis T. Rascoe. Jr., 


Source of flooding Indention 


Cashier River . . U.S.UJgliway 17 


Town Hall, Windsor, North Carolina 
27983. The period for comment will be 
ninety days following the second pub¬ 
lication of this notice in a newspaper of 
local circulation in the above-named 
community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Elevation Width from shoreline or bank of 
in feet stream (faring downstream) to 

above mean 100 -yr flood boundary (feet) 


fl 1441 1,400 


(National Flood Insurance Act of 1968 (Title XIII of Housing and Urban Development Act 
of 1968), effective January 28. 1969 (33 FR 17804, November 28. 1968), as amended (42 U.8.C. 
4001-4128); and Secretary’s delegation of authority to Federal Insurance Administrator. 
34 FR 2680, February 27, 1969. as amended by 39 FR 2787. January 24, 1974.) 


Issued: September 29,1976. 


J. Robert Hunter, 
Federal Insurance Administrator. 


|FR Doc.76 32493 Piled 11-5-76:8:45 ara| 


[24CFR Part 1917] 

| Docket No. FI -23351 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Rood Elevation Determinations 
for Township of Wyckoff, New Jersey 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XIII of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448 <42 U.S.C. 4001- 
4128). and 24 CFR Part 1917 <§ 1917.4 
(a>), hereby gives notice of his proposed 
determinations of flood elevations for 
the Township of Wyckoff, New Jersey. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop cri¬ 
teria for flood plain management in iden¬ 
tified flood hazard areas. In order to 
participate in the National Flood Insur¬ 


ance Program, the Township of Wyckoff 
must adopt sound flood plain manage¬ 
ment measures that are consistent with 
the flood elevations determined by the 
Secretary. 

Proposed flood elevations (100-year 
flood» are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the deta iled outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at Town 
Hall. Scott Plaza. Wyckoff. New r Jersey 
07481. 

Any person having knowledge, infor¬ 
mation. or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mayor Charles Soumas. 
Town Hall, Scott Plaza, Wyckoff. New 
Jersey 07481. The period for comment 
will be ninety days following the second 
publication of this notice in a newspaper 
of local circulation in the above-named 
community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Elevation Width from shoreline or bank of 
in feet stream (fat ing downstream) to 


Source of flooding 

lyocation 

al>ove mean 

100-yr flood boundary (feet) 




lea level — 







Right 

Left 


CioflU* Brook 

. Newton Rd 

. 270 

05 

(') 



Hamden Avc . .. . 

...... IMA 

30 


100 


Carlton Rd 

345 

4»» 


IP) 

Midland Ave. Tribu¬ 

Hurley Ave.. ..... 

275 

50 


130 

tary. 

Lyons St . 

2XH 

30 


R5 

Demurest Avc. Tribu¬ 

Stevens Aw. . 

:m 

• 85 


155 

tary, 

Demurest Avc . . 

31)6 

310 


no 

Riroinae Branch. 

Ucorge FI . 

332 

830 


180 

Ilnhoku* Brook 

< tod win A vi 

. an 

70 

(*) 



I’attou Avc 

32fl 

HO 


90 


Woodbury Dr 

...... 327 

(V) 


60 


West Main ftl 

346 

035 


370 


« 'Unton Ave 

:«« 

200 


210 

Jh»«*l»Voll Brook. 

Manchester Way _ 

328 

135 


195 


1 Extends to corporate limits. 

(National Flood Insurance Act of 1968 (Title XIII of Housing and Urban Development Act 
of 1968), effective January 28. 1969 (33 FR 17804, November 28. 1968), as amended (42 UJ5.C. 
4001-4128): and Secretary’s delegation of authority to Federal Insurance Administrator. 
34 FR 2680, February 27. 1969, as amended by 39 FR 2787, January 24, 1974.) 


Issued: September 29. 1976. 


J. Robert Hunter. 
Federal Insurance Administrator. 


|FR Doc.76-32491 Filed 11-5-76;8:45 am] 
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[24CFR Part 1917] 

[Docket No. FI-2331] 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Flood Elevation Determinations 
for Village of Claycomo, Missouri 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234), 87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XHI of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448). (42 U.S.C. 4001- 
4128, and 24 CFR Part 1917 (§ 1917.4 
(a)), hereby gives notice of his proposed 
determinations of flood elevations for the 
Village of Claycomo. Missouri. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop criteria 
for flood plain management in identified 
flood hazard areas. In order to partici¬ 
pate in the National Flood Insurance 


Program, the Village of Claycomo must 
adopt sound flood plain management 
measures that are consistent with the 
flood elevations determined by the 
Secretary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood ele¬ 
vations are available for review at Vil¬ 
lage Hall, 111-115 East 69 Highway. 
Kansas City, Missouri 64119. 

Any person having knowledge, infor¬ 
mation, or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mr. Michael Curry, 111-115 
East 69th Highway, Kansas City. Mis¬ 
souri 64119. The period for comment will 
be ninety days following the second pub¬ 
lication of this notice in a newspaper of 
local circulation in the above-named 
community. 

The proposed 100-year Flood Eleva¬ 
tions are: 


Source of flooding 


Location 


Elevation 
in feet 
above mean 
lea level 


Width from shoreline or bank of 
stream (facing downstream) to 
100-yr flood boundary (feet) 


Right Left 


Mill Creek . Randolph RiL. 

U.S. Highway 09.. . 

1-35 (downstream side) . 

Norfolk and Western RH. 

Bhoal Creek . Hughes Rd . 

U.S. Highway 60 (downstreamside) 


702 

3<» 

796 

200 

S02 . . 


758 

21) 

758 <») 


758 

120 


30 

320 

20 

240 


* Outside corporate limits. 

(National Flood Insurance Act of 1968 (Title Xm of Housing and Urban Development Act 
of 1968), effective January 28. 1969 (33 FR 17804, November 28. 1968), as amended (42 U.S.C. 
4001-4128); and Secretary's delegation of authority to Federal Insurance Administrator, 
34 FR 2680, February 27, 1969. as amended by 39 FR 2787, January 24, 1974.) 


Issued: September 29.1976. 


J. Robert Hunter. 
Federal Insurance Administrator . 


]FR Doc.76-32484 Filed 11-5-76:8:45 am] 


[ 24 CFR Part 1917 ] 

l Docket No. FI-23331 

APPEALS FROM FLOOD ELEVATION 
DETERMINATION AND JUDICIAL REVIEW 

Proposed Flood Elevation Determinations 
for Village of Glenaire, Missouri 

The Federal Insurance Administrator, 
in accordance with section 110 of the 
Flood Disaster Protection Act of 1973 
(Pub. L. 93-234)^87 Stat. 980, which 
added section 1363 to the National Flood 
Insurance Act of 1968 (Title XHI of the 
Housing and Urban Development Act of 
1968 Pub. L. 90-448. (42 U.S.C. 4001- 
4128), and 24 CFR Part 1917 ($ 1917.4 
(a)), hereby gives notice of his proposed 
determinations of flood elevations for the 
Village of Glenaire, Missouri. 

Under these Acts, the Administrator, 
to whom the Secretary has delegated the 
statutory authority, must develop crite¬ 
ria for flood plain management in iden¬ 
tified flood hazard areas. In order to par¬ 
ticipate in the National Flood Insurance 


Program, the Village of Glenaire must 
adopt sound flood plain management 
measures that are consistent with the 
flood elevations determined by the Secre¬ 
tary. 

Proposed flood elevations (100-year 
flood) are listed below for selected loca¬ 
tions. Maps and other information show¬ 
ing the detailed outlines of the flood- 
prone areas and the proposed flood eleva¬ 
tions are available for review at Glen¬ 
aire Village Offices, Liberty, Missouri 
64068. 

Any person having knowledge, infor¬ 
mation. or wishing to make a comment 
on these determinations should immedi¬ 
ately notify Mr. Robert L. McKinney, 
Village Hall, Liberty. Missouri 60468. The 
period for comment will be ninety days 
following the second publication of this 
notice in a newspaper of local circula¬ 
tion in the above-named community. 

The proposed 100-year Flood Eleva¬ 
tions are: 
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Sonroo ol flooding 


I vocation 


Elevation 
in feet 
above mean 
tea level 


Width from shoreline or bank of 
rtream (facing downstream) to 
100-yr flood boundary (feet; 


Right 


Wt 


Little 8h<ml Creek Shirfey Lane..... 

Trident No. 3. 

Little Shoal Crt*dc Johnson Rd. (downstream Ride)., 
Trident No. 4. 


772 

765 


40 

25 


40 

25 


(National Flood Insurance Act of 1968 (Title 
Xin of Housing and Urban Development Act 
of 1968), effective January 28, 1969 (33 FR 
17804, November 28, 1968), as amended: (42 
U5.C. 4001-4128); and Secretary's delegation 
of authority to Federal Insurance Adminis¬ 
trator, 34 FR 2680, February 27. 1969, as 
amended by 39 FR 2787, January 24, 1974.) 

Issued: September 23,1976. 

Howard B. Clark, 

Acting Federal 
Insurance Administrator. 

IFR Doc.76-32487 Filed 11-5-76:8:45 am] 


DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR Part 1 ] 

ALLOCATION AND APPORTIONMENT OF 
DEDUCTIONS FOR COMPUTATION OF 
TAXABLE INCOME FROM SOURCES 
WITHIN THE UNITED STATES AND 
OTHER SOURCES 

Public Hearing on Proposed Regulations 

Proposed regulations under sections 
861, 863 and 905 of the Internal Revenue 
Code of 1954, relating to allocation and 
apportionment of deductions for com¬ 
putation of taxable income from sources 
within the United States and from other 
sources, are published in this issue of 
the Federal Register. 

A public hearing on the provisions of 
such proposed regulations will be held 
on December 16, 1976, beginning at 10 
ajn. in the George S. Boutw’ell Auditori¬ 
um, Seventli Floor, 7400 Corridor. In¬ 
ternal Revenue Building, 1111 Constitu¬ 
tion Avenue, NW., Washington, D.C. 
20224. 

The rules of § 601.601(a) (3) of the 
“Sta tement of Procedural Rules" <26 
CFR Part 601) shall apply with respect 
to such public hearing. Copies of these 
rules may be obtained by a request di¬ 
rected to the Commissioner of Internal 
Revenue, Attention: CC:LR:T. Wash¬ 
ington, D.C. 20224, or by telephoning 
(Washington, D.C.) 202-964-3935. Un¬ 
der such 5 601.601(a)(3) persons who 
have submitted written comments within 
the time prescribed in the notice of pro¬ 
posed rule making, and who desire to 
present oral comments at the hearing 
on such proposed regulations, should 
submit an outline of the comments to 
be presented at the hearing and the 
time they wish to devote to each sub¬ 
ject by December 7, 1976. Such outlines 
should be submitted to the Commission¬ 
er of Internal Revenue, Attention: CC: 
LR:T, Washington, D.C. 20224. Under 
5 601.601(a) (3) (26 CFR Part 601) each 
speaker will be limited to 10 minutes for 
an oral presentation exclusive of time 


consumed by questions from the panel 
for the Government and answers there¬ 
to. 

Persons who desire a copy of such 
written comments or outlines and who 
desire to be assured of their availability 
on or before the beginning of such hear¬ 
ing should notify the Commissioner, in 
writing, at the above address by Decem¬ 
ber 10, 1976. In such a case, unless time 
and circumstances permit otherwise, the 
desired copies are deliverable only at the 
above address. The charge for copies is 
ten cents ($.10) per page. 

An agenda showing the scheduling of 
the speakers will be made after outlines 
are received from the speakers. Copies of 
tliis agenda will be available free of 
charge at the hearing, and information 
with respect to its contents may be ob¬ 
tained on December 15, 1976, by tele¬ 
phoning (Washington. D.C.) 202-964- 
3935. 

James F. Dring, 
Director, Legislation and 
Regulations Division. 

IFR Doc.76 -32823 Filed 11-4-76:10:04 am| 


[ 26 CFR Part 1 ] 

GROSS INCOME; ALLOCATION AND 

APPORTIONMENT OF DEDUCTIONS 

Notice of Proposed Rule Making 

November 4, 1976. 

On June 18, 1973, notice of proposed 
rule making w r as published in the Fed¬ 
eral Register regarding the regulations 
under section 861 of the Internal Reve¬ 
nue Code of 1954, relating to allocation 
and apportionment of deductions for 
computation of taxable income from 
sources within the United States and 
from other sources and activities (38 FR 
15840). Notice is hereby given that such 
notice of proposed rule making is hereby 
withdrawn. 

Further, notice is hereby given that in 
lieu of the proposed regulations which 
are so withdrawn, the regulations set 
forth in tentative form below are pro¬ 
posed to be prescribed by the Commis¬ 
sioner of Internal Revenue, with the ap¬ 
proval of the Secretary of the Treasury 
or his delegate. Prior to the final adop¬ 
tion of such regulations, consideration 
will be given to any comments pertain¬ 
ing thereto w'hich are submitted in writ¬ 
ing (preferably six copies) to the Com¬ 
missioner of Internal Revenue, Atten¬ 
tion: CC:LR:T, Washington, D.C. 20224, 
by December 7,1976. Pursuant to 26 CFR 
601.601(b), designations of material as 
confidential or not to be disclosed, con¬ 
tained in such comments, w'ill not be 
accepted. Thus persons submitting w'rit- 


ten comments should not include therein 
material that they consider to be confi¬ 
dential or inappropriate for disclosure to 
the public. It will be presumed by the 
Internal Revenue Service that every writ¬ 
ten comment submitted to it in response 
to this notice of proposed rule making is 
intended by the person submitting it to 
be subject in its entirety to public inspec¬ 
tion and copying in accordance with the 
procedures of 26 CFR 601.702(d) (9> . Anv 
person submitting written comments who 
desires an opportunity to comment orally 
at a public hearing on these proposed 
regulations should submit a request, in 
writing, to the Commissioner by Decem¬ 
ber 7, 1976. Notice of time, place, and 
date of the public hearing and other 
details relating thereto is published si¬ 
multaneously herewith. The proposed 
regulations are to be issued under the 
authority contained in section 7805 of 
the Internal Revenue Code of 1954 (68A 
Stat. 917; 26 U.S.C. 7805). 

William E. Williams. 

Acting Commissioner of 
Internal Revenue 

Preamble 

This document contains proposed 
amendments to the Income Tax Regu¬ 
lations (26 CFR Part 1) under section 
861(b) of the Internal Revenue Code of 
1954 providing rules for allocation and 
apportionment of deductions to gross in¬ 
come to determine taxable income from 
sources within the United States. Under 
the proposed amendments these rules 
also apply for purposes of determining 
taxable income from sources without the 
United States and taxable income from 
other sources and activities. In addition, 
certain supplementary technical amend¬ 
ments are proposed to the regulations 
under sections 863 and 905(b) of the 
Code. Such allocation and apportion¬ 
ment of deductions may be necessary to 
determine taxable income from certain 
sources and activities for purposes of 
certain operative sections of the Code, 
including section 904(a) (overall limita¬ 
tion to the foreign tax credit), section 
994 (DISC intercompany pricing rules*, 
sections 871(b) and 882 (effectively con¬ 
nected taxable income), section 954<b• 
(5) (foreign base company income * . and 
section 863(b) (income partly from 
within and partly from without the 
United States). 

Under the proposed amendments, a de¬ 
duction is considered definitely relatea 
and therefore allocable to gross income if 
it is incurred as a result of, or incident 
to. an activity or in connection with 
property which activity or property gen¬ 
erates, has generated, or can reasonably 
be expected to^enerate gross income. 

The rules emphasize the factual rela¬ 
tionship of such expenditure to. or its 
identification with, gross income rather 
than solely looking to the specific pur¬ 
pose of the expenditure giving rise to the 
deduction. 

After a deduction is found to be defi¬ 
nitely related to gross income, the deciuc- 
tion may then have to be apportioned t 
specific categories of gross income, cie- 
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pending on the operative section of the 
Code under which taxable income is 
being determined. Deductions must be 
apportioned in a manner which reflects, 
to a reasonably close extent, the factual 
relationship of the deduction to gross in¬ 
come. Some of the relevant bases and 
factors which may be appropriate for 
apportionment are : 

1 . comparison of units sold, 

2. Comparison of amounts of gross 
sales or receipts, 

3. Comparison of costs of goods sold, 

4. Comparison of profit contribution 
or component contribution, 

5. Comparison of expenses incurred, 
assets used, salaries paid, space utilized, 
and time spent which are attributable to 
the activities or properties giving rise or 
reasonably expected to give rise to the 
gross income, and 

6. Comparison of amounts of gross 

income. 

Deductions which are not allocated to 
specific gross income or all gross income 
are ratably apportioned to all gross in¬ 
come on a gross income basis. 

It is important that taxpayers prop¬ 
erly allocate and apportion deductions 
to gross income under the various opera¬ 
tive sections of the Code. If a proper al¬ 
location and apportionment of deduc¬ 
tions on the basis of factual relationships 
is not accomplished, taxable income at¬ 
tributable to various sources will not be 
properly reflected under the applicable 
operative sections of the Code. 

This document differs from the pre¬ 
ceding notice of proposed rule making 
published on June 18, 1973. in the 
Federal Register (38 FR 15840) in the 
following material respects: 

1. Changes in language have been made 
throughout the proposed regulations in 
an effort to clarify the proposed rules. 

2. A new optional method for ap¬ 
portionment of the deduction for in¬ 
terest expense has been provided to per¬ 
mit a taxpayer to apportion interest ex¬ 
pense on a gross income basis, but the 
amount of interest apportioned to the 
statutory grouping and residual group¬ 
ing, respectively, may not, in each in¬ 
stance, be less than 50 percent of the 
amount which would have been so ap¬ 
portioned if the taxpayer had used the 
asset method. 

3. A new set of proposed rules has been 
provided for the allocation and appor¬ 
tionment of the deduction for research 
and development expenditures (see 
$ 1.861-8(e) (3) of the proposed regula¬ 
tion for these new proposed rules). Un¬ 
der the proposed regulations such deduc¬ 
tions are allocated to gross income on 
the basis of broad product categories, 
with special account taken of situations 
where the research and development is 
necessary solely to meet governmental 
requirements. 

fa) Once allocated, the deduction for 
research is then apportioned in part on 
tile basis of the geographic location 
where the major portion of the activities 
giving rise to the deduction for research 
and development occurred and in part 
on the basis of comparison of relative 


amounts of sales. The part of the deduc¬ 
tion apportionable by reference to the 
location where the major portion of the 
research and development services were 
performed is generally speaking 50 per¬ 
cent for a year beginning in 1977, 40 
percent for a year beginning in 1978, and 
30 percent for years beginning in 1979 
and thereafter. For years beginning after 
1979, however, the appropriate percent 
will be the subject of a joint study by the 
Office of Industrial Economics of the 
Treasury Department and the Internal 
Revenue Service. Upon a proper show¬ 
ing by the taxpayer, as provided by the 
proposed regulations, the percent may be 
increased for a given year in certain in¬ 
stances. For purposes of apportionment 
of the remaining portion of the deduc¬ 
tion by reference to sales, the sales of 
unrelated licensees and related corpora¬ 
tions are taken into account to the 
extent provided by the proposed 
regulations. 

(b) A new optional method for ap¬ 
portionment of the deduction for re¬ 
search and development expense has 
been provided to permit a taxpayer to 
apportion research and development 
expense on a gross income basis, but the 
amount of research expense apportioned 
to the statutory grouping (or groupings 
in the aggregate) and the residual group¬ 
ing, respectively, may not, in each in¬ 
stance, be less than 50 percent of the 
amount which would have been so appor¬ 
tioned if the taxpayer had used the sales 
method. 

4. The rules of the proposed regula¬ 
tion shall apply to taxable years begin¬ 
ning after December 31, 1976. For tax¬ 
able years beginning before January 1, 
1977, § 1.861-8 as in effect on October 23, 
1957 (T.D. 6258), as amended on Au¬ 
gust 22, 1966 (T.D. 6892) and on Sep¬ 
tember 29, 1975 (T.D. 7378), will apply. 

Withdrawal op Prior Notice; Proposed 

Amendments to the Regulations 

On June 18, 1973, notice of proposed 
rulemaking was published in the Federal 
Register (38 FR 15840) regarding the 
amendment of the Income Tax Regula¬ 
tions (26 CFR Part 1) under section 861 
of the Internal Revenue Code of 1954, 
relating to allocation and apportionment 
of deductions for computation of tax¬ 
able income from surces within the 
United States and from other sources and 
activities. The rules contained in that 
notice of proposed rulemaking are here¬ 
by withdrawn. The following rules are 
hereby prescribed in lieu of the rules 
which are so withdrawn. 

Paragraph 1. Section 1.861-8 is 
amended tonread as follows: 

§ 1.861—8 Computation of taxable in¬ 
come from gourcrs within ihe United 
Slates and from other sources ami 
activities. 

(a) In general —(1) Scope. Sections 
861(b) and 863(a) state in general terms 
how to determine taxable income of a 
taxpayer from sources within the United 
States after gross income from sources 
within the United States has been de¬ 
termined. Sections 862(b) and 863(a) 


state in general terms how to determine 
taxable income of a taxpayer from 
sources without the United States after 
gross income from sources without the 
United States has been determined. This 
section provides specific guidance for ap¬ 
plying the cited Code sections by pre¬ 
scribing rules for the allocation and ap¬ 
portionment of expenses, losses, and 
other deductions (referred to collective¬ 
ly in this section as “deductions”) of the 
taxpayer. The rules contained in this 
section apply in determining taxable in¬ 
come of the taxpayer from specific 
sources and activities under other sec¬ 
tions of the Code, referred to in this 
section as operative sections. See para¬ 
graph (f) (1) of this section for a list and 
description of operative sections. The 
operative sections include, among others, 
sections 871(b) and 882 (relating to tax¬ 
able income of a nonresident alien indi¬ 
vidual or a foreign corporation which is 
effectively connected with the conduct of 
a trade or business in the United States), 
section 904(a)(1) (as in effect before 
enactment of the Tax Reform Act of 
1976, relating to taxable income from 
sources within specific foreign countries), 
and section 904(a) (2) (as in effect before 
enactment of the Tax Reform Act of 
1976, or section 904(a) after such enact¬ 
ment, relating to taxable income from all 
sources without the United States). 

(2) Allocation and apportionment of 
deductions in general. A taxpayer to 
which this section applies is required to 
allocate deductions to a class of gross in¬ 
come and. then, if necessary to make the 
determination required by the operative 
section of the Code, to apportion deduc¬ 
tions within the class of gross income be¬ 
tween the statutory grouping of gross in¬ 
come (or among the statutory group¬ 
ings and the residual grouping of gross 
income. Except for deductions, if any. 
which are not definitely related to gross 
income (see paragraphs (c)(2) and (e) 
(9) of this section) and which, there¬ 
fore, are ratably apportioned to all gross 
income, all deductions of the taxpayer 
(except the deductions for personal ex¬ 
emptions enumerated in paragraph (e) 
(11) of this section) must be so allocated 
and apportioned. As further detailed be¬ 
low, allocations and apportionments are 
made on the basis of the factual rela¬ 
tionship of deductions to gross income. 

(3) Class of gross income. For pur¬ 
poses of this section, the gross income to 
which a specific deduction is definitely 
related is referred to as a “class of gross 
income” and may consist of one or more 
items (or subdivisions of these items) of 
gross income enumerated in section 61, 
namely: 

(i) Compensation for services, includ¬ 
ing fees, commissions, and similar items; 

(ii) Gross income derived from busi¬ 
ness; 

(iii) Gains derived from dealings in 
property; 

(iv) Interests; 

(v) Rents; 

(vi) Royalties; 

(vii) Dividends; 
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^ (vlil) Alimony and separate malnte- 
nance payments; 

<ix) Annuities; 

(x) Income from life insurance and 
endowment contracts; 

(xi) Pensions; 

(xii) Income from discharge of in¬ 
debtedness; 

xiii) Distributive share of partner¬ 
ship gross income; 

(xiv) Income in respect of a decedent; 

(xv) Income from an interest in an 
estate or trust. 

(4) Statutory grouping of gross in¬ 
come and residual grouping of gross in¬ 
come. For purposes of this section, the 
term “statutory grouping of gross in¬ 
come” or “statutory grouping” means 
the gross income from a specific source 
or activity which must first be deter¬ 
mined in order to arrive at taxable in¬ 
come” or “statutory grouping” means 
ity under an operative section. (See 
paragraph (f)(1) of this section.) Gross 
income from other sources or activities 
is referred to as the “residual grouping 
of gross income” or “residual grouping”. 
For example, for purposes of determin¬ 
ing taxable income from sources within 
specific foreign countries and posses¬ 
sions of the United States, in order to 
apply the per-country limitation to the 
foreign tax credit (as in effect before 
enactment of the Tax Reform Act of 
1976). the statutory groupings are the 
separate gross incomes from sources 
within each country and possession. 
Moreover, if the taxpayer has income 
subject to section 904(d) (as in effect 
after enactment of the Tax Reform Act 
of 1976). such income constitutes one or 
more separate statutory groupings. In 
the case of the per-country limitation, 
the residual grouping is the aggregate of 
gross income from sources within the 
United States. In some instances, where 
the operative section so requires, the 
statutory grouping or the residual 
grouping may include, or consist entirely 
of, excluded income. See paragraph 
(d) (2) of this section with respect to the 
allocation and apportionment of deduc¬ 
tions to excluded income. 

(5) Effective date. The provisions of 
this section shall be applicable to taxable 
years beginning after December 31, 1976. 
For taxable years beginning before Jan¬ 
uary 1, 1977, § 1.861-8 as in effect on Oc¬ 
tober 23, 1957 (T.D. 6258). as amended 
on August 22. 1966 (T.D. 6892) and on 
September 29, 1975 (T.D. 7378), will 
apply. 

(b) Allocation —(1) In general. For 
purposes of this section, the gross in¬ 
come to which a specific deduction is 
definitely related is referred to as a 
“class of gross income” and may consist 
of one or more items of gross income. 
The rules emphasize the factual rela¬ 
tionship between the deduction and a 
class of gross income. See paragraph (d> 

(1) of this section which provides that 
in a taxable year there may be no item 
of gross income in a class or less gross in¬ 
come than deductions allocated to the 
class, and paragraph (d) (2) of this sec¬ 
tion which provides that a class of gross 
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income may include excluded income. Al¬ 
location is accomplished by determining, 
with respect to each deduction, the class 
of gross income to which the deduction 
is definitely related and then allocating 
the deduction to such class of gross in¬ 
come (without regard to the taxable year 
in which such gross income is received 
or accrued or is expected to be received 
or accrued). The classes of gross income 
are not predetermined but must be de¬ 
termined on the basis of the deductions 
to be allocated. Although most deduc¬ 
tions will be definitely related to some 
class .of a taxpayer's total gross income, 
some deductions are related to all gross 
income. In addition, some deductions are 
treated as not definitely related to any 
gross income and are ratably apportioned* 
to all gross income. (See paragraph (e) 
(9) of this section.) In allocating deduc¬ 
tions it is not necessary to differentiate 
between deductions related to one item 
of gross income and deductions related 
to another item of gross income where 
both items of gross Income are exclu¬ 
sively within the same statutory group¬ 
ing or exclusively within the residual 
grouping. ✓ 

(2) Relationship to activity or prop¬ 
erty. A deduction shall be considered de¬ 
finitely related to a class of gross in¬ 
come and therefore allocable to such 
class if it is incurred as a result of. or 
incident to. an activity or in connection 
with property from which such class of 
gross income is derived. Where a deduc¬ 
tion is incurred as a result of, or incident 
to, an activity or in connection with 
property, which activity or property gen¬ 
erates, has generated, or could reason¬ 
ably have been expected to generate gross 
income, such deduction shall be consid¬ 
ered definitely related to such gross in¬ 
come as a class whether or not there is 
any item of gross income in such class 
which is received or accrued during the 
taxable year and whether or not the 
amount of deductions exceeds the 
amount of the gross income in such 
class. See paragraph (d)(1) of this sec¬ 
tion and example (17) of paragraph (g) 
of this section with respect to cases in 
which there is an excess of deductions. 
In some cases, it will be found that this 
subparagraph can most readily be ap¬ 
plied by determining, with respect to a 
deduction, the categories of gross income 
to which it is not related and concluding 
that it is definitely related to a class con¬ 
sisting of all other gross income. 

(3) Supportive functions. Deductions 
which are supportive in nature (such as 
overhead and general and administrative 
expenses) may relate to other deductions 
which can more readily be allocated to 
gross income. In such instance, such sup¬ 
portive deductions may be allocated and 
apportioned along with the deductions 
to which they relate. On the other hand, 
it would be equally acceptable to attrib¬ 
ute supportive deductions on some rea¬ 
sonable basis directly to activities or 
property which generate, have gener¬ 
ated, or could reasonably have been ex¬ 
pected to generate gross income. This 
would ordinarily be accomplished by al¬ 


locating the supportive expenses to all 
gross income or to another broad class of 
gross income and apportioning the ex¬ 
penses in accordance with paragraph 
(c)(1) of this section. For this purpose, 
reasonable departmental overhead rates 
may be utilized. For examples of the 
the application of the principles of this 
paragraph, (b)(3), see examples (17» 
through (21) of paragraph (g) of this 
section. 

(4) Deductions related to a class of 
gross income. See paragraph (e) of this 
section for rules relating to the alloca¬ 
tion and apportionment of certain spe¬ 
cific deductions definitely related to a 
class of gross income. See paragraph (c > 
(1) of this section for rules relating to 
the apportionment of deductions. 

(5) Deductions related to all gross iii- 
come. If a deduction does not bear a def¬ 
inite relationship to a class of gross in¬ 
come constituting less than all of gross 
income, it shall ordinarily be treated 
as definitely related and allocable to all 
of the taxpayer’s gross income except 
where provided to the contrary under 
paragraph (e) of this section. Paragraph 
(e) (9) of this section lists various de¬ 
ductions which generally are not def¬ 
initely related to any gross income and 
are ratably apportioned to all gross in¬ 
come. 

(c) Apportionment of deductions —<I> 
Deductions definitely related to a class 
of gross income. Where a deduction has 
been allocated in accordance with para¬ 
graph (b) of this section to a class of 
gross income which is included in one 
statutory grouping and the residual 
grouping, the deduction must be appor¬ 
tioned between the statutory grouping 
and the residual grouping. Where a de¬ 
duction has been allocated to a class of 
gross income which is included in more 
than one statutory grouping, such deduc¬ 
tion must be apportioned among the 
statutory groupings and, where neces¬ 
sary, the residual grouping. If the class 
of gross Income to which a deduction has 
been allocated is Included in its entirety 
in either a single statutory grouping or 
the residual grouping, there is no need to 
apportion that deduction. If a deduction 
is not definitely related to any gross in¬ 
come. it must be apportioned ratably as 
provided in paragraph (c) (2) of this 
section. A deduction is apportioned by 
attributing the deduction to gross in¬ 
come (within the class to which the 
deduction has been allocated) which is 
in the statutory grouping or In each of 
the statutory groupings and to gross in¬ 
come (within the class) which is in the 
residual grouping. Such attribution must 
be accomplished in a manner which re¬ 
flects to a reasonably close extent the 
factual relationship between the deduc¬ 
tion and the grouping of gross income. 
In apportioning deductions, it may be 
that for the taxable year there is no gross 
income In the statutory grouping or that 
deductions will exceed the amount oi 
gross income in the statutory grouping. 
See paragraph (d) (1) of this section 
with respect to cases in which there is an 
excess of deductions. In determining * e 
method of apportionment for a spec,* 
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deduction, examples of bases and factors 
which should be considered include, but 
are not limited to— 

(i I Comparison of units sold attributa¬ 
ble to the statutory grouping and attrib¬ 
utable to thq residual grouping; 

<ii> Comparison of the amount of gross 
sales or receipts; 

<iii> Comparison of costs of goods sold; 

<iv> Comparison of profit contribution; 

(v) Comparison of expenses incurred, 
assets used, salaries paid, space utilized, 
and time spent which are attributable to 
the activities or properties giving rise to 
the class of gross income; and 

(vi) Comparison of the amount of gross 
income in the statutory grouping with 
the amount in the residual grouping. 

The effects on tax liability of the ap¬ 
portionment of deductions and the bur¬ 
den of maintaining records not otherwise 
maintained and making computations 
not otherwise made shall be taken into 
consideration in determining whether a 
method of apportionment and its appli¬ 
cation are sufficiently precise. A method 
of apportionment described in this para¬ 
graph (c)(1) of this section may not be 
used when it does not reflect, to a reason¬ 
ably close extent, the factual relationship 
between the deduction and the groupings 
of income. The principles set forth above 
are applicable in apportioning both de¬ 
ductions definitely related to a class 
which constitutes less than all of the 
taxpayer’s gross income and to deduc¬ 
tions related to all of the taxpayer's 
gross income. 

If a deduction is not definitely related 
to any class of gross income, it must be 
apportioned ratably as provided in para¬ 
graph (c)(2) of this section. See also 
paragraphs (e) (2) through (e) (8) of this 
section which provide specific rules for 
allocation and apportionment of deduc¬ 
tions for interest, research and develop¬ 
ment expenses, and certain other deduc¬ 
tions. 

(2) Deductions not definitely related 
to any gross income. If a deduction is not 
definitely related to any gross income 
fsee paragraph (e)(9) of this section), 
the deduction must be apportioned rata¬ 
bly between the statutory grouping (or 
among the statutory groupings) of gross 
Income and the residual grouping. Thus, 
the amount apportioned to each statu¬ 
tory grouping shall be equal to the same 
proportion of the deduction which the 
amount of gross income in the statutory 
grouping bears to the total amount of 
gross Income. The amount apportioned to 
jhe residual grouping shall be equal to 
the same proportion of the deduction 
which the amount of the gross Income 
in the residual grouping bears to the total 
amount of gross income. 

(d) Excess of deductions and excluded 
and eliminated income —(1) Excess of 
deductions. Each deduction which bears 
a definite relationship to a class of gross 
income shall be allocated to that class in 
accordance with paragraph (b)( 1 ) of 
mis section even though, for the taxable 
" e ar, no gross Income in such class is 
received or accrued or the amount of the 

eduction exceeds the amount of such 
class of gross income. In apportioning 


deductions, it may be that, for the tax¬ 
able year, there is no gross income in the 
statutory grouping (or residual group¬ 
ing) , or that deductions exceed the 
amount of gross income in the statutory 
grouping (or residual grouping). If there 
is no gross income in a statutory group¬ 
ing or the amount of deductions allocated 
and apportioned to a statutory grouping 
exceeds the amount of gross income in 
the statutory grouping, the effects are 
determined under the operative section. 
If the taxpayer is a member of a group 
filing a consolidated return, such excess 
of deductions is taken into account in 
determining the consolidated taxable in¬ 
come from sources without the United 
States. See § 1.1502-4(d) (1) and the last 
sentence of § 1.1502-12. For an illustra¬ 
tion of the principles of this paragraph 

(d) (1), see example (17) of paragraph 
(g) of this section. 

(2) Allocation and apportionment to 
exempt . excluded or eliminated income. 
In allocating or apportioning deductions 
to classes or statutory groupings of gross 
income, other than apportionment pur¬ 
suant to paragraph (c) (2) of this section 
(deductions not definitely related to any 
class of gross income). gross income shall 
for this purpose include amounts which 
are otherwise exempt or excluded (such 
as the income of a nonresident alien indi¬ 
vidual or foreign corporation which is 
not effectively connected income) or 
which are otherwise eliminated in the 
computation of consolidated taxable in¬ 
come reported for the taxable year on a 
consolidated return. Hence, a deduction 
may be allocated and apportioned to 
exempt, excluded, or eliminated income. 
See example (24) of paragraph (g) 
of this section. No deduction shall be 
allowed, under this section, for anv 
amount, or part thereof, allocable and 
apportionable to a class of exempt, ex¬ 
cluded, or eliminated income, if such 
amount is not allowed as a deduction 
under another section of the Code. See 
section 265 and the regulations there¬ 
under. 

(e) Allocation and apportionment of 
certain deductions —(1) In general. Sub- 
paragraphs (2) and (3) of this para¬ 
graph contain rules with respect to the 
allocation and apportionment of Interest 
expense and research and development 
expenditures, respectively. Subpara¬ 
graphs (4) through (8) of this para¬ 
graph contain rules with respect to the 
allocation of certain other deductions. 
Subparagraph (9) of this paragraph lists 
those deductions which are ordinarily 
considered as not being deflnitelv related 
to any class of gross income. Subpara¬ 
graph (10) of this paragraph lists spe¬ 
cial deductions of corporations which 
must be allocated and apportioned. Sub¬ 
paragraph (11) of this paragraph lists 
personal exemptions which are neither 
allocated nor apportioned. Examples of 
allocation and apportionment are con¬ 
tained in paragraph (g) of this section. 

(2) Interest —(I) In general. The 
method of allocation and apportionment 
for interest set for th in this paragraph 

(e) (2) is based on the approach that 
money is fungible and that interest ex¬ 


pense is attributable to all activities and 
property regardless of any specific pur¬ 
poses for incurring an obligation on 
which interest is paid. This approach 
recognizes that all activities and prop¬ 
erty require funds and that management 
has a great deal of flexibility as to the 
source and use of funds. Normally, credi¬ 
tors of a business enterprise subject the 
money advanced to the enterprise to the 
risk of the entire enterprise, and look to 
the general credit of the enterprise for 
payment of the debt. When money is 
borrowed for a specific purpose, such 
borrowing will generally free other funds 
for other purposes and it is reasonable 
under this approach to attribute part of 
the cost of borrowing to such other 
purposes. 

(ii) Allocation of interest. Except as 
provided in subdivisions fill) and (iv) of 
this subparagraph, the aggregate of de¬ 
ductions for interest shall be considered 
related to all income producing activities 
and properties of the taxpayer and, thus, 
allocable to all the gross income which 
the income producing activities and pro¬ 
perties of the taxpayer generate, have 
generated, or could reasonably have been 
expected to generate. 

(iii) Certain nonbusiness interest. In¬ 
terest expense deductible under section 
163 which Is not paid or incurred during 
the taxable year 

(A) In carrying on any trade or busi¬ 
ness, 

(B) For the production or collection of 
income, 

(C) For the management, conserva¬ 
tion, or maintenance of property held for 
the production of Income, or 

(D) In connection with the determina¬ 
tion. collection, or refund of any tax 
shall be considered a deduction which is 
not definitely related to any class of 
gross income. For example, interest paid 
or incurred by an individual on a mort-- 
gage which constitutes part or all of the 
purchase price of his personal residence 
shall normally be considered a deduc¬ 
tion which is not definitely related to 
any class of gross income. 

(iv) Allocation of interest to specific 
property. (A) If the existence of all of 
the facts and circumstances described 
below is established, the deduction for 
interest shall be considered definitely re¬ 
lated solely to the class of gross income 
which the specific property generates, 
has generated, or could reasonably have 
been expected to generate. Such facts 
and circumstances are as follows: 

(1) The indebtedness on which the in¬ 
terest was paid was specifically incurred 
for the purpose of purchasing, maintain¬ 
ing, or improving the specific property; 

(2) The proceeds of the borrowing 
were actually applied to the specified 
purpose; 

(3) The creditor can look only to the 
specific property (or any lease or other 
interest therein) as security for the loan: 

<4) It may be reasonably assumed that 
the return (cash flow) on or from the 
property will be sufficient to fulfill the 
terms and conditions of the loan agree¬ 
ment with respect to the amount and 
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timing of payment of principal and in¬ 
terest; and 

(5) There are restrictions in the loan 
agreement on the disposal or use of the 
property consistent with the assump¬ 
tions described in (3) and (4) of this 
subdivision (iv)(A). 

A deduction for interest may not be 
considered definitely related solely to 
specific property, even though the above 
facts and circumstances are present in 
form, if any of such facts and circum¬ 
stances are not present in substance. 
Even though the above facts and circum¬ 
stances are present in substance, a de¬ 
duction for interest will not be consid¬ 
ered definitely related to specific prop¬ 
erty where the motive for structuring 
the transaction in the manner described 
above was without any economic signif¬ 
icance and was solely to obtain the bene¬ 
fits of this subdivision (iv). 

(B) Where an interest deduction is 
definitely related solely to specific prop¬ 
erty under (A) of this subdivision (iv), 
such interest deduction and such prop¬ 
erty, or tlie portion thereof, to which 
such interest deduction relates shall not 
be included in the allocation described 
in subdivision <ii) of this paragraph (e) 
(2). Instead, the interest deduction shall 
be allocated solely to the gross income 
derived from the specific property and 
apportioned accordingly. Thus, if an ap¬ 
portionment is made on the basis of book 
values and it is determined that the de¬ 
duction for certain interest is definitely 
related to $800,000 of book value of cer¬ 
tain property which has a total book 
value of $1 million, only the $200,000 
balance will be included for purposes of 
allocating and apportioning the remain¬ 
ing portion of the interest deduction 
which is related to all other activities and 
properties. 

(v) Apportionment of interest—asset 
method. Normally, the deduction for in¬ 
terest expense relates more closely to the 
amount of capital utilized or invested in 
an activity or property than to the gross 
income generated therefrom, and there¬ 
fore the deduction for interest should 
normally be apportioned on the basis of 
asset values. Indebtedness permits the 
taxpayer to acquire or retain different 
kinds of assets which may produce sub¬ 
stantially different yields of gross in¬ 
come in relation to their value. Thus, ap¬ 
portionment of an interest deduction on 
such basis as gross income may not be 
reasonable. If a taxpayer consistently ap¬ 
portions the deduction for interest on the 
basis of the book value (original cost less 
depreciation) of its assets, that method 
w r ill ordinarily be accepted. Alternative¬ 
ly. if a taxpayer can apportion the de¬ 
duction on the basis of the fair market 
value of his assets and he can establish 
the fair market value to the satisfaction 
of the Commissioner, that method will 
also be acceptable. However, once the 
taxpayer uses fair market value the tax¬ 
payer must continue to use such method 
unless expressly authorized by the Com¬ 
missioner to change his method. Fbr pur¬ 


poses of determining values of assets un¬ 
der this subdivision (v). an average of 
values (book or market) shall be com¬ 
puted for the year on the basis of values 
of assets at the beginning and end of the 
year. Where a substantial distortion of 
asset values would result from the use of 
such an averaging basis, an appropriate 
method satisfactory to the Commissioner 
shall be used. 

(vi) Apportionment of interest —op¬ 
tional gross income methods. If the con¬ 
ditions of either (A) or (B) of tills sub¬ 
division (vi) are met, in lieu of appor¬ 
tioning the deduction for interest ex¬ 
pense (allocable under subdivision (ii) of 
this paragraph (e) (2)) under subdivision 
(v) of this paragraph te) (2), a taxpayer 
may, at his option, for any taxable year 
apportion such deduction, as prescribed 
in this (A) or <B>, between the statutory 
grouping (or among the statutory group¬ 
ings) of gross income and the residual 
grouping of gross income. 

(A) Option one. If, when apportioned 
ratably on the basis of gross income be¬ 
tween the statutory grouping (or among 
the statutory groupings) of gross income 
and the residual grouping of gross income 
in the same proportions that the amount 
of gross income in the statutory group¬ 
ing (or groupings) and the amount of 
gross income in the residual grouping 
bear, respectively, to the total amount 
of gross income: 

(1) The amount of interest expense 
ratably apportioned to the statutory 
grouping (or groupings in the aggregate) 
is not less than fifty percent <50%) of the 
amount which w’ould have been so ap¬ 
portioned if the taxpayer had used the 
method described in subdivision <v) of 
this paragraph (e)(2), and 

(2) The amount of interest expense 
ratably apportioned to the residual 
grouping is not less than fifty percent 
(50%) of the amount which would have 
been so apportioned if the taxpayer had 
used the method described in subdivi¬ 
sion (v) of this paragraph (e)(2), then 
the taxpayer may apportion his Interest 
expense ratably on the basis of gross 
income. 

(B) Option Two. If, when the amount 
of interest expense is apportioned ratably 
on the basis of gross income, either con¬ 
dition (7) or (2) of (A) of this subdivi¬ 
sion (vi) is not met, the taxpayer may 
either: 

(1) Apportion fifty percent (50%) of 
the amount of interest expense which 
would have been apportioned to the 
statutory grouping (or groupings in the 
aggregate) under subdivision (v> of this 
paragraph (e) (2), to such statutory 
grouping (or to such statutory groupings 
in the aggregate and then among such 
groupings ratably on the basis of gross 
income within each grouping), and ap¬ 
portion the balance of the amount of 
interest expense to the residual group¬ 
ings; or 

(2) Apportion fifty percent (50%) of 
the amount of the interest expense which 
would have been apportioned to the re¬ 


sidual grouping under subdivision «v» of 
this paragraph (e)(2) to such residua] 
grouping, and apportion the balance of 
the amount of interest expense to the 
statutory grouping (or to the statutory 
groupings in the aggregate and then 
among such groupings ratably on the 
basis of gross income within each group¬ 
ing). 

(vii) Examples. Examples (1) and *2) 
of paragraph (g) of this section illus¬ 
trate the allocation and apportionment 
of interest deductions. 

(3) Research and experimental 
expenditures —(i) Allocation —(A) In 
general. The methods of allocation and 
apportionment of research and develop¬ 
ment set forth in this paragraph (e •«3 > 
recognize that research and development 
is an inherently speculative activity, that 
findings may contribute unexpected 
benefits, and that the gross income de¬ 
rived from successful research and devel¬ 
opment must bear the cost of unsuccess¬ 
ful research and development. Expendi¬ 
tures for research and development 
which a taxpayer deducts under section 
174 shall ordinarily be considered deduc¬ 
tions which are definitely related to all 
income reasonably connected with the 
relevant broad product category (or 
categories) of the taxpayer and there¬ 
fore allocable to all items of gross in¬ 
come as a class (including income from 
sales, royalties, and dividends) related 
to such product category (or categories). 
For purposes of this allocation, the prod¬ 
uct category (or categories) which a tax¬ 
payer may be considered to have shall be 
limited to the following list. Ordinarily a 
taxpayer’s research and development ex¬ 
penditures may be divided between the 
relevant product categories. Where re¬ 
search and development is conducted 
with respect to more than one product 
category, the taxpayer may aggregate the 
categories for purposes of allocation and 
apportionment; however, the taxpayer 
may not subdivide the categories in this 
list. Where research and development is 
not clearly identified with any product 
category (or categories), it will be con¬ 
sidered conducted with respect to all the 
taxpayer’s product categories. The indi¬ 
vidual products included within each 
category are enumerated in Executive 
Office of the President, Office of Man¬ 
agement and Budget, Standard Indus¬ 
trial Classification Manual, 1972 (or 
later edition, as available), 


SIC Major 
Groups 

(01. 02. 07. 08, 
09). 

( 10 . 11 , 12 ). 

03) . 

(14) . 

(15. 18, 17)_ 

(40, 41, 42, 43, 
44, 45, 48, 47)♦ 

(48) ._ 

(49) . 


Nonman ufactu red 
categories 

Agriculture, forestry and 
fisheries. 

Hard mineral mining 
Crude petroleum. 

natural gas 
Nonmetallic minerals 
Construction services. 
Transportation services 

Communication. 

Electric, gas and sanitary 
services. 
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SIC Major 
Groups 

(50. 51). 


(52, 53, 54, 65, 

56, 57. 58. 59). 


(60, 61. 62. (53, 
64. 65. 68. 67). 
(70. 72, 73, 75. 
76, 78. 79. 80, 
81. 82, 83. 84. 
86. 88, 89). 

( 20 ). 

( 21 )- 

( 22 ). 

(23) . 


(24) . 

(25) . 

(26) . 

(27) . 

(28) . 

(29) .__ 

(30) - 

(31) - 

(32) _ 

(33) _ 

(34) .. 

(35) . 

(36) .. 

(37) _ 

(38) .. 


(39) 


;Nonmanufact urcd 
categories 

Wholesale trade (not ap¬ 
plicable with respect to 
sales by the taxpayer of 
goods and services from 
any other of the tax¬ 
payer’s product cate¬ 
gories and not applica¬ 
ble with respect to a 
domestic international 
sales corporation for 
which the taxpayer is 
a related supplier of 
goods and services from 
any other of the tax¬ 
payer's product cate¬ 
gories). 

Retail trade (not applica¬ 
ble with respect to sales 
by the taxpayer of 
goods and services from 
any other of the tax¬ 
payer’s product cate¬ 
gories. except Wholesale 
trade, and not applica¬ 
ble with respect to a 
domestic International 
sales corporation for 
which the taxpayer Is 
a related supplier of 
goods and services from 
any other of the tax¬ 
payer’s product cate¬ 
gories, except Wholesale 
trade). 

Finance, Insurance, and 
real estate 

Other services. 


Food and kindred prod¬ 
ucts. 

Tobacco manufactures. 

Textile mill products. 

Apparel and other fin¬ 
ished products made 
from fabrics and similar 
materials. 

Lumber and wood prod¬ 
ucts, except furniture. 

Furniture and fixtures. 

Paper and allied products. 

Printing, publishing, and 
allied Industries. 

Chemicals and allied 
products. 

Petroleum refining and 
related industries. 

Rubber and miscellaneous 
plastics products. 

Leather and leather prod¬ 
ucts. 

Stone, clay, glass and con¬ 
crete products. 

Primary metal industries. 

Fabricated metal prod¬ 
ucts. except machinery 
and transporta¬ 
tion equipment. 

Machinery, except elec¬ 
trical. 

Electrical and electronic 
machinery, equipment 
and supplies. 

Transportation equip¬ 
ment. 

Measuring, analyzing. And 
controlling instru¬ 
ments; photographic, 
medteal and optical 
goods: watches and 
clocks. 

Miscellaneous manufac¬ 
turing industries. 


<B) Exception. Where research and de¬ 
velopment is undertaken solely to meet 
legal requirements Imposed by a political 
entity with respect to improvement or 
marketing of specific products or proc¬ 
esses, and the results cannot reasonably 
be expected to generate amounts of gross 
Income (beyond de minimus amounts) 
outside a single geographic source, the 
deduction for such research and develop¬ 
ment shall be considered definitely re¬ 
lated and therefore allocable only to the 
grouping (or groupings) of gross income 
within that geographic source as a class. 
For example, where a taxpayer performs 
tests on a product in response to a re¬ 
quirement imposed by the U.S. Food and 
Drug Administration, and the test results 
cannot reasonably be expected to gener¬ 
ate amounts of gross income (beyond de 
minimus amounts) outside the United 
States, the costs of testing shall be al¬ 
located solely to gross income from 
sources within the United States. 

(ii) Apportionment of research and de¬ 
velopment—sales method —(A) Exclusive 
apportionment. Where an apportionment 
based upon geographic sources of income 
of a deduction for research and develop¬ 
ment is necessary (after applying the ex¬ 
ception in subdivision (i) (B) of this 
paragraph (e) (3)), an amount equal to— 

(2) Fifty percent (50%). in the case 
of a taxable year beginning during 1977, 

(2) Forty percent (40%), in the case 
of a taxable year beginning during 1978, 

(3) Thirty percent (30%), in the case 
of a taxable year beginning during 1979, 
and thereafter, 

of such deduction for research and de¬ 
velopment shall be apportioned exclu¬ 
sively to the statutory grouping of 
gross Income or the residual grouping of 
gross income, as the case may be, arising 
from the geographic source w’here the re¬ 
search and development activities which 
account for more than fifty percent 
(50%) of the amount of such deduction 
were performed. If the fifty percent test 
of the preceding sentence is not met, 
then no part of the deduction shall be 
apportioned under this subdivision (ii) 
(A). Tills exclusive apportionment re¬ 
flects the view that research and devel¬ 
opment is often most valuable in the 
country where it is performed, for two 
reasons. First, research and development 
often benefits a broad product category, 
consisting of many individual products, 
all of which may be sold in the nearest 
market but only some of which may be 
sold in foreign markets. Second, research 
and development often is utilized in the 
nearest market before it is used in other 
markets, and. in such cases, has a lower 
value per unit of sales when used In for¬ 
eign markets. The taxpayer may estab¬ 
lish to the satisfaction of the Commis¬ 
sioner that, in Its case, one or both of the 
conditions mentioned in the preceding 
sentences warrant a significantly greater 
percent than the relevant percent speci¬ 
fied in (2), (2), or < 3 ) of this subdivision 
(11) (A) because the research and de¬ 
velopment Ls reasonably expected to have 
very limited or long delayed application 
outside the geographic source where it 


was performed. For purposes of estab¬ 
lishing that only some products within 
the product category (or categories) are 
sold in foreign markets, the taxpayer 
shall compare the commercial produc¬ 
tion of individual products in domestic 
and foreign markets made by itself, by 
uncontrolled parties (as defined under 
(C) of .this subdivision (ii)) of products 
involving intangible property wiiich was 
licensed or sold by the taxpayer, and by 
those controlled corporations (as de¬ 
fined under (D) of this subdivision (ii)) 
which can reasonably be expected to ben¬ 
efit directly or indirectly from any of the 
taxpayer's research expense connected 
with the product category (or cate¬ 
gories). The individual products com¬ 
pared for this purpose shall be limited, 
for nonmanufactured categories, solely 
to those enumerated in Executive Office 
of the President, Office of Management 
and Budget, Standard Industrial Classifi¬ 
cation Manual. 1972 (or later edition, as 
available). and, for manufactured cate¬ 
gories. solely to those enumerated at a 7- 
digit level on pages 5 through 200 of U.S. 
Bureau of the Census, Census of Manu¬ 
factures: 1972 . Numerical List of Manu¬ 
factured Products (New (2972) SIC 
Basis ), 1973, (or later edition, as avail¬ 
able). Examples (9), (10). and (13) in 
paragraph (g) of this section illustrate 
the application of this rule. For purposes 
of establishing the delayed application of 
research findings abroad, the taxpayer 
shall compare the commercial introduc¬ 
tion of its own particular products and 
processes (not limited by those listed in 
the Standard Industrial Classification 
Manual or the Numerical List of Manu¬ 
factured Products) in the United States 
and foreign markets, made by itself, by 
uncontrolled parties (as defined under 
(C) of this subdivision (ii)) of products 
involving intangible property which was 
licensed or sold by the taxpayer, and by 
those controlled corporations (as defined 
under (D) of this subdivision (11) which 
can reasonably be expected to benefit, 
directly or Indirectly, from the taxpay¬ 
er’s research expense. For purposes of 
evaluating the delay In the application 
of research findings in foreign markets, 
the taxpayer shall use a safe haven dis¬ 
count rate of 10 percent per year of delay 
unless he is able to establish, by refer¬ 
ence to the cost of money and the num¬ 
ber of years during which economic 
benefit can be directly attributable to the 
results of the taxpayer's research, that 
another discount rate is more appropri¬ 
ate (see examples (9) through (12) In 
paragraph (g) of this section). 

(B) Remaining apportionment . The 
amount equal to the remaining portion 
of such deduction for research and de¬ 
velopment, not apportioned under (A) 
of this subdivision (11), shall be appor¬ 
tioned between the statutory grouping 
(or among the statutory groupings> 
within the class of gross income and the 
residual grouping within such class in 
the same proportions that the amount of 
sales from the product category (or cate¬ 
gories) which resulted in such gross in¬ 
come within the statutory grouping (or 
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statutory groupings) and in the residual 
grouping bear, respectively, to the total 
amount of sales from the product cate¬ 
gory (or categories). Amounts appor¬ 
tioned under this paragraph (e)(3) may 
exceed the amount of gross income re¬ 
lated to the product category within the 
statutory grouping. In such case, the 
excess shall be applied against other 
gross income within the statutory group¬ 
ing. See paragraph (d) (1) of this section 
for instances where the apportionment 
leads to an excess of deductions over 
gross income within the statutory 
grouping. 

(C) Sales of uncontrolled parties . For 
purposes of the apportionment under 
(B) of this subdivision (ii>, the sales 
from the product category (or catego¬ 
ries) by each party uncontrolled by the 
taxpayer, of particular products involv¬ 
ing intangible property which was li¬ 
censed or sold by the taxpayer to such 
uncontrolled party shall be taken fully 
into account both for determining the 
taxpayer’s apportionment and for de¬ 
termining the apportionment of any oth¬ 
er member of a controlled group of cor¬ 
porations to which the taxpayer belongs 
if the uncontrolled party can reasonably 
be expected to benefit directly or indi¬ 
rectly (through any member of the con¬ 
trolled group of corporations to which 
the taxpayer belongs) from the research 
expense connected with the product cate¬ 
gory (or categories) of such other mem¬ 
ber. In the cose of licensed products, if 
the amount of sales of such products is 
unknown (for example, where the li¬ 
censed product is a component of a large 
machine), a reasonable estimate should 
be made. In the case of sales of intangible 
property, and in cases where a reason¬ 
able estimate of sales of licensed prod¬ 
ucts cannot be made, the sales taken 
into account shall be an amount which 
is ten times the amount received or ac¬ 
crued for the intangible during the tax¬ 
payer’s taxable year. For purposes of 
this subdivision (11) (C), the term “un¬ 
controlled party” means a party which 
is not a person with a relationship to the 
taxpayer (specified in section 267(b)), 
or is not a member of a controlled group 
of corporations to which the taxpayer 
belongs (within the meaning of section 
993(a)(3)). An uncontrolled party can 
reasonably be expected to benefit from 
the research expense of a member of a 
controlled group of corporations to which 
the taxpayer belongs if such member 
can reasonably be expected to license, 
sell, or transfer intangible property to 
that uncontrolled party, or transfer se¬ 
cret processes to that uncontrolled party, 
directly or indirectly through a member 
of the controlled group of corporations to 
which the taxpayer belongs. 

(D) Sales of controlled parties. For 
purposes of the apportionment under 
(B) of this subdivision (ii>, the sales 
from the product category (or cate¬ 
gories) of the taxpayer or a corporation 
controlled by the taxpayer shall be taken 
fully into account for determining the 
taxpayer’s apportionment, if such cor¬ 
poration can reasonably be expected to 
benefit directly or indirectly (through 


ah other member of the controlled group 
of corporations to which the taxpayer be¬ 
longs) from the taxpayer’s research ex¬ 
pense connected with the product cate¬ 
gory (or categories). However, sales from 
the product category (or categories) be¬ 
tween or among such controlled corpo¬ 
rations or the taxpayer shall not be taken 
into account; in such a situation, the 
amount sold by the selling corproation 
to the buying corporation shall be sub¬ 
tracted from the sales of the buying cor¬ 
poration. For purposes of this subdivi¬ 
sion (ii)(D), the term “a corporation 
controlled by the taxpayer” means any 
corporation other than an “uncontrolled 
party” as defined in (C> of this subdivi¬ 
sion (ii). A corporation controlled by the 
taxpayer can reasonably be expected to 
benefit from the taxpayer’s research ex¬ 
pense if the taxpayer can be expected to 
license, sell, or transfer intangible prop¬ 
erty to that corporation, or transfer se¬ 
cret processes to that corporation, either 
directly or indirectly through a member 
of the controlled group of corporations 
to which the taxpayer belongs. Past ex¬ 
perience with research and development 
shall be considered in determining rea¬ 
sonable expectations. However, if the 
corporation controlled by the taxpayer 
has entered into a bonaflde cost-sharing 
arrangement, in accordance with the 
provisions of 5 1.482-2(d) (4), with the 
taxpayer for the purpose of developing 
intangible property, then that corpora¬ 
tion shall not reasonably be expected to 
benefit from the taxpayer’s share of the 
research expense. 

(iii) Apportionment of research and 
development—optional gross income 
methods. If the conditions of either (A> 
or (B) of this subdivision (iii) are met, 
in lieu of apportioning the deduction for 
research and development expense un¬ 
der subdivision (ii) of this paragraph (e) 
(3), a taxpayer may, at his option, for 
any taxable year apportion such deduc¬ 
tion, as prescribed in (A) or (B) of this 
subdivision (iii), between the statutory 
grouping (or among the statutory group¬ 
ings) of gross income and the residual 
grouping of gross income. 

(A) Option One. If, wfien apportioned 
ratably on the basis of gross income be¬ 
tween the statutory grouping (or 
among the statutory groupings) of 
gross income and the residual grouping 
of gross income in the same proportions 
that the amount of gross income in the 
statutory grouping (or groupings) and 
the amount of gross income in the 
residual grouping bear, respectively, to 
the total amount of gross income. 

(1) The amount of research and de¬ 
velopment expense ratably apportioned 
to the statutory grouping (or groupings 
in the aggregate) is not less than fifty 
percent (50%) of the amount which 
would have been so apportioned if the 
taxpayer had used the method described 
in subdivision (ii) of this paragraph (e) 
(3), and 

(2) The amount of research und de¬ 
velopment expense ratably apportioned 
to tlie residual grouping is not less than 
fifty percent (50%) of the amount which 


would have been so apportioned if the 
taxpayer had used the method described 
in subdivision (ii) of this paragraph 
(e)(3), 

then the taxpayer may apportion his 
research and development expense 
ratably on the basis of gross income. 

(B) Option Two. If, when the amount 
of research and development expense is 
apportioned ratably on the basis of gross 
income, either condiiton (2) or <2> of 
(A) of this subdivision (iii) is not met 
the taxpayer may either: 

(1) Apportion fifty percent (50v; » of 
the amount of research and development 
expense which would have been appor¬ 
tioned to the statutory grouping <or 
groupings in the aggregate) under sub¬ 
division (ii) of this paragraph (e)(3 ) to 
such statutory grouping (or to such stat¬ 
utory groupings in the aggregate and 
then among such groupings on the basis 
of gross income within each grouping*, 
and apportion the balance of the amount 
of research and development expenses to 
the residual grouping; or 

(2) Apportion fifty percent (50%) of 
the amount of research and development 
expense which w'ould have been appor¬ 
tioned to the residual grouping under 
subdivision (ii) of this paragraph (e)(3) 
to such residual groupings, and appor¬ 
tion the balance of the amount of re¬ 
search and development expenses to the 
statutory grouping (or to the statutory 
groupings in the aggregate and then 
among such groupings ratably on the 
basis of gross income within each group¬ 
ing). 

<4> Stewardship expenses attributable 
to dividends received. If a corporation 
renders services for the benefit of a re¬ 
lated corporation and the corporation 
charges the related corporation for such 
services (see section 482 and the regula¬ 
tions thereunder which provide for an 
allocation where the charge is not on an 
arm’s length basis as determined there¬ 
in), the deductions for expenses of the 
corporation attributable to the render¬ 
ing of such services are considered defi¬ 
nitely related to the amounts so charged 
and are to be allocated to such amounts. 
However, the regulations under section 
482 ($ 1.482-2(b) (ii)) recognize a type of 
activity which is not considered to be for 
the benefit of a related corporation but is 
considered to constitute “stewardship” or 
“overseeing” functions undertaken for 
the corporation’s own benefit as an in¬ 
vestor in the related corporation, und 
therefore, a charge to the related corpo¬ 
ration for such stewardship or overseeing 
functions is not provided for. Services 
undertaken by a corporation of a stew¬ 
ardship or overseeing character gener¬ 
ally represent a duplication of sendees 
w r hich the related corporation has inde¬ 
pendently performed for itself. For ex¬ 
ample, assume that a related corpora¬ 
tion, which has a qualified financial stun 
makes an analysis to determine* 
amount and source of its borrowing needs 
and submits a report of its findings ana 
a plan of borrowing to the parent corpo* 
ration, and the parent corporation s fi¬ 
nancial staff reviews the findings an 
plans to determine whether to advise ifi 
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related corporation to reconsider its plan. 
The services of review performed by the 
parent corporation for its own benefit are 
of a stewardship or overseeing character. 
The deductions resulting from steward¬ 
ship or overseeing functions are incurred 
as a result of, or incident to. the owner¬ 
ship of the related corporation and, thus, 
shall be considered definitely related and 
allocable to dividends received or to be 
received from the related corporation. If 
a corporation has a foreign or interna¬ 
tional department which exercise stew¬ 
ardship or overseeing functions with re¬ 
spect to related foreign corporations and, 
in addition, the department has other 
functions which are attributable to other 
foreign-source income (such as fees for 
services rendered outside of the United 
States for the benefit of foreign related 
corporations, foreign royalties, and gross 
income of foreign branches) to which its 
deductions are also to be allocated, some 
part of the deductions with respect to 
that department are considered defi¬ 
nitely related to the other foreign-source 
income. In some instances, the opera¬ 
tions of a foreign or international de¬ 
partment will also be attributable to 
United States source income (such as 
fees for services performed in the United 
States) to which its deductions are to be 
allocated. In addition to the deductions 
attributed to a foreign or international 
department, certain other deductions of 
a general and administrative nature will 
ordinarily be definitely related to foreign 
source income, such as dividends, and 
will be apportioned where necessary (see 
paragraph (c)(1) of this section). See 
paragraph (f) (5) of this section for the 
type of verification that may be required 
in this respect. See examples (17> 
through (21) of paragraph (g) of this 
section. 

(5) Legal and accounting fees and ex¬ 
penses. Fees and other expenses for legal 
and accounting services are ordinarily 
definitely related and allocable to spe¬ 
cific classes of gross income or to all the 
taxpayer’s gross income, depending on 
the nature of the services rendered (and 
are apportioned as provided in paragraph 
(c) (1) of this section). For example, ac¬ 
counting fees for the preparation of a 
study of the costs involved in manufac¬ 
turing a specific product will ordinarily 
be definitely related to the class of gross 
income derived from (or which could rea¬ 
sonably have been expected to be derived 
from) that specific product. The tax¬ 
payer Is not relieved from his responsi¬ 
bility to make a proper allocation and 
apportionment of fees on the grounds 
that tlie statement of services rendered 
does not identify the services performed 
beyond a generalized designation such as 
’professional.” or does not provide any 
type of allocation, or does not properly 
allocate the fees involved. 

(6> Income taxes. The deduction for 
State, local, and foreign income, war 
profits and excess profits taxes allowed 
by section 164 shall be considered defi¬ 
nitely related and allocable to the gross 
income with respect to which such taxes 
are imposed. For example, if a domestic 


corporation is subject to State income 
tax imposed by the State in which its 
principal office is located and the amount 
of such State income tax is based in part 
on the amount of foreign source income, 
that part of such State income tax at¬ 
tributable to foreign source income is 
definitely related and allocable to for¬ 
eign source gross income. 

(7) Losses on the sale, exchange , or 
other disposition of property —(i) Alio - 
cation. The deduction allowed for loss 
recognized on the sale, exchange, or 
other disposition of a capital asset or 
property described in section 1231(b) 
shall be considered a deduction which is 
definitely related and allocable to the 
class of gross income to which such as¬ 
set or property ordinarily gives rise in 
the hands of the taxpayer. Where the 
nature of gross income generated from 
the asset or property has varied signif¬ 
icantly over several taxable years of the 
taxpayer, such class of gross income shall 
generally be determined by reference to 
gross income generated from the asset or 
property during the taxable year or years 
immediately preceeding the sale, ex¬ 
change, or other disposition of such asset 
or property. Thus, for example, where an 
asset generates primarily sales income 
from domestic sources in the early years 
of its operation and then is leased by the 
taxpayer to a foreign subsidiary in later 
years, the class of grass income to which 
the asset gives rise will be considered to 
be the rental income derived from the 
lease and will not include sales income 
from domestic sources. 

(ii) Apportionment of losses. Where in 
the unusual circumstances that an ap¬ 
portionment of a deduction for losses on 
the sale, exchange, or other disposition 
of a capital asset or property described 
in section 1231(b) is necessary, the 
amount of such deduction shall be ap¬ 
portioned between the statutory group¬ 
ing (or among the statutory groupings) 
of gross income (within the class of gross 
income) and the residual grouping 
(within the class of gross income) in the 
same proportion that the amount of gross 
income within such statutory grouping 
(or statutory groupings) and such resid¬ 
ual grouping bear, respectively, to the 
total amount of gross income within .the 
class of gross income. Apportionment 
will be necessary where, for example, the 
class of gross income to which the de¬ 
duction is allocated consists of gross in¬ 
come (such a royalties) attributable to 
an intangible asset used both within and 
without the United States, or gross in¬ 
come (such as from sales or services) 
attributable to a tangible asset used both 
within and without the United States. 

(8 ) Net operating loss deduction . A net 
operating loss deduction allowed under 
section 172 shall be treated as a deduc¬ 
tion definitely related and allocable to 
the class of gross income to which the 
activity or property which generated the 
net operating loss gave rise or could rea¬ 
sonably have been expected to give rise. 

(9) Deductions which are not defi¬ 
nitely related. Deductions which shall 
generally be considered as not definitely 


related to any gross income, and there¬ 
fore are ratably apportioned as provided 
in paragraph (c)(2) of this section, 
are— 

(i) The deduction allowed by section 
163 for interest described in subpara¬ 
graph (2) (iii) of this paragraph (e); 

(ii) Tlie duction allowed by section 164 
for real estate taxes on a personal resi¬ 
dence or for sales tax on the purchase 
of items for personal use: 

(iii) The deduction for medical ex¬ 
penses allowed by section 213; 

(iv) The deduction for charitable con¬ 
tributions allowed by sections 170, 873 
(b)(2), and 882(c)(1)(B); and 

.(v) The deduction for alimony pay¬ 
ments allowed by section 215. 

(10) Special deductions. The special 
deductions allowed in the case of a cor¬ 
poration by section 241 (relating to the 
deductions for partially tax exempt in¬ 
terest, dividends received, etc.), section 
922 (relating to Western Hemipshere 
trade corporations), and section 941 (re¬ 
lating to China Trade Act corporations) 
shall be allocated and apportioned con¬ 
sistent with the principles of this section. 

(11) Personal exemptions. The deduc¬ 
tions for the personal exemptions al¬ 
lowed by section 151, 642(b), or 873(b) 
(3) shall not be taken into account for 
purposes of allocation and apportion¬ 
ment under this section. 

(f) Miscellaneous matters —(1) Oper¬ 
ative sections. The operative sections of 
the Code which require the determina¬ 
tion of taxable income of the taxpayer 
from specific sources or activities and 
w'hich give rise to stautory groupings to 
which this section is applicable include 
the setcions described below. 

(i) Overall limitation to the foreign 
tax credit. Under the overall limitation 
to the foreign tax credit, as provided in 
section 904(a) (2) (as in effect before en¬ 
actment of the Tax Reform Act of 1976, 
or section 904(a) after such enactment) 
the amount of the foreign tax credit may 
not exceed the tentative U.S. tax (i.e., 
the U.S. tax before application of the 
foreign tax credit) multiplied by a frac¬ 
tion, the numerator of which is the tax¬ 
able income from sources without the 
United States and the denominator of 
which is the entire taxable income. Pur¬ 
suant to sections 862(b) and 863(a) and 
§§ 1.862-1 and 1.863-1, this section pro¬ 
vides rules for Identifying the deduc¬ 
tions to be taken into account in deter¬ 
mining taxable income from sources 
without the United States. See section 
904(d) (as in effect after enactment of 
the Tax Reform Act of 1976) and the 
regulations thereunder w'hich require 
separate treatment of certain types of 
income. See example (3) of paragraph 
(g) of this section for one example of 
the application of this section to the 
overall limitation. 

(ii) Per-country limitation to the 
foreign tax credit. Under the per-country 
limitation to the foreign tax credit, as 
provided in section 904(a)(1) (as in ef¬ 
fect before enactment of the Tax Re¬ 
form Act of 1976), the amount of the 
foreign tax credit for income taxes paid 
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to a specific foreign country (or posses¬ 
sion of the United States) may not ex¬ 
ceed the tentative U.S. tax (i.e., the U.S. 
tax before application of the foreign tax 
credit) multiplied by a fraction, the 
numerator of which is the taxable in¬ 
come from sources within the foreign 
country and the denominator of which 
is the entire taxable income. Pursuant 
to § 1.883-6, the gross Income and the 
taxable income from sources within a 
specific foreign country are determined 
under the same principles as are applied 
in determining gross income from 
sources within the United States (gen¬ 
erally §§ 1.861-1 to 1.861-7) and taxable 
income from sources within the United 
States (generally this section). See sec¬ 
tion 904(d) (as in effect after enactment 
of the Tax Reform Act of 1976) and the 
regulations thereunder which require 
separate treatment of certain types of 
income. See example (16) of paragraph 
(g) of tliis section for an example of the 
application of this section to the per- 
country limitation. 

(ill) DISC taxable income. Section 994 
provides rules for determining the tax¬ 
able income of a DISC w T ith respect to 
qualified sales and leases of export prop¬ 
erty and qualified services. The "50-50” 
combined taxable income method avail¬ 
able for making such determination pro¬ 
vides. without consideration of export 
promotion expenses, that the taxable in¬ 
come of the DISC shall be 50 percent 
of the combined taxable income of the 
DISC and the related supplier derived 
from such sales and leases of export 
property and such services. Pursuant to 
regulations under section 994, this sec¬ 
tion provides rules for determining the 
deductions to be taken into account in 
determining such combined taxable in¬ 
come. except to the extent modified by 
the marginal costing rules set forth In 
the regulations under section 994(b)(2) 
if used by the taxpayer as provided 
therein. See examples (22) and (23) of 
paragraph (g) of this section. In addi¬ 
tion, the computation of combined tax¬ 
able income is necessary to determine 
the applicability of both the general 
and special "no loss” rules of the regula¬ 
tions under section 994. 

(iv) Effectively connected taxable in¬ 
come. Nonresident alien Individuals and 
foreign corporations engaged in trade 
or business within the United States, un¬ 
der sections 871(b) and 882, are taxable 
at ordinary rates, as provided in section 1 
or 1201(b), and section 11 or 1201(a), 
on taxable income which is effectively 
connected with the conduct of a trade or 
business within the United States. Such 
taxable income* is determined in most 
instances by initially determining, under 
section 864(c). the amount of gross in¬ 
come which is effectively connected with 
the conduct of a trade or business with¬ 
in the United States. Pursuant to sec¬ 
tions 873 and 882(c). this section is ap¬ 
plicable for purposes of identifying the 
deductions from such gross income to 
be taken into account in determining 
such taxable income. See example (21) of 
paragraph (g) of this section. 


(v) Foreign base company income. 
Section 954 defines the term "foreign 
base company income” with respect to 
controlled foreign corporations. Section 
954(b) (5) provides that in determining 
foreign base company income the gross 
income shall be reduced by the deduc¬ 
tions of the controlled foreign corpora¬ 
tion "properly allocable to such income”. 
This section provides rules for identifying 
which deductions are properly allocable 
to foreign base company income. 

(vi) Other operative sections. The rules 
provided in this section also apply in de¬ 
termining— 

(A) The amount of foreign source 
items of tax preference under seetlon 58 
(g) determined for purposes of the min¬ 
imum tax; 

iB) The amount of foreign mineral in¬ 
come under section 901(e); 

(C) The amount of interest income 
and the income from certain distribu¬ 
tions from a DISC or former DISC to 
which the foreign tax credit limitation is 
applied separately under section 904(d) 
(as in effect after enactment of the Tax 
Reform Act of 1976); 

(D) The amount of foreign oil and gas 
extraction income and the amount of 
foreign oil related income under section 
907: 

(E) The tax base for citizens and do¬ 
mestic corporations entitled to the bene¬ 
fits of sections 931 and 936; 

CF) The exclusion for income from 
Puerto Rico for residents of Puerto Rico 
under section 933; 

(G) The limitation under section 934 
on the maximum reduction in Income tax 
liability incurred to the Virgin Islands; 

(H) The income derived from Guam by 
an individual who is subject to section 
935; 

(I) The special deduction granted to 
China Trade Act corporations under sec¬ 
tion 941; 

(J) The amount of certain U.S. source 
income excluded from the subpart F in¬ 
come of a controlled foreign corporation 
under section 952(b); 

(K) The amount of income from the 
insurance of U.S. risks under section 
953(b) (5); 

(L) The international boycott factor 
and the specifically attributable taxes 
and income under section 999; and 

'M) The taxable income attributable 
to the operation of an agreement vessel 
under section 607 of the Merchant 
Marine Act of 1936, as amended, and the 
Capital Construction Fund Regulations 
thereunder (26 CFR, pt. 3». See 26 CFR 
3.2(b)(3). 

(2) Application to more than one op¬ 
erative section. Where more than one 
operative section applies, it may be 
necessary for the taxpayer to apply this 
section separately for each applicable 
operative section. In such a case, the 
taxpayer is required to use the same 
method of allocation and the same prin¬ 
ciples of apportionment for all operative 
sections. 

(3) Special rules of section 863(b )— 
(i) In general. Special rules under sec¬ 
tion 863 <b> provide for the application 


of rules of general apportionment pro¬ 
vided in §§ 1.863-3 to 1.863-5, to world¬ 
wide taxable income in order to attribute 
part of such worldwide taxable income to 
U.S. sources and the remainder of such 
worldwide taxable income to foreign 
sources. The activities specified in sect-on 
863<bi are— 

(A) Transportation or other services 
rendered partly within and partly with¬ 
out the United States, 

(B) Sales of personal property pro¬ 
duced by the taxpayer within and sold 
without the United States, or produced 
by the taxpayer without and sold within 
the United States, and 

<C) Sales within the United States of 
personal property purchased within a 
possession of the UniteehStates. 

In the instances provided In 55 1.863-3 
and 1.863-4 with respect to the activities 
described in (A), <B>, and <C) of this 
subdivision, this section is applicable only 
in determining worldwide taxable income 
attributable to these activities. 

(ii) Relationship of sections 861. 862. 
863(a), and 863(b) . Sections 861. 862. 
863 <a), and 863(b) are the four provi¬ 
sions applicable in determining taxable 
income from specific sources. Each of 
these four provisions applies independ¬ 
ently. Where a deduction has been allo¬ 
cated and apportioned to income under 
cnc of these four provisions, the deduc¬ 
tion shall not again be allocated and ap¬ 
portioned to gross income under any of . 
the other three provisions. However, two 
or more of these provisions may hove to | 
be applied at the same time to determine 
the proper allocation and apportionment 
of a deduction. The special rules under 
section 863 <b) take precedence over the 
general rules of Code sections 861. 862 
and 863(a) . For example, where a deduc¬ 
tion is allocable in whole or in part to 
gross income to which section 863' b 1 ap¬ 
plies, such deduction or part thereof shall 
not otherwise be allocated under section 
861, 862, or 863(a). Ho'wever, where the 
gross income to which the deduction is 
allocable includes both gross income to 
which section 836(b) applies and gross 
income to which section 861, 862. or 863 
(a) applies, more than one section must 
be applied at the same time in order to 
determine the proper allocation and ap¬ 
portionment of the deduction. 

(4) Adjustments made under other 
provisions of the Code —(i) In general. If 
an adjustment which affects the taxpayer 
is made under section 482 or any other 
provision of the Code, it may be neces¬ 
sary to recompute the allocations and ap¬ 
portionments required by this section in 
order to reflect changes resulting 
from the adjustment. The recompu- 
tation made by the District Director 
shall be made using the same meth¬ 
od of allocation and apportionment 
as was originally used by the tax¬ 
payer, provided such method ^ 
originally used conformed with par**" 
graph (a) (5) of this section and. in lien 
of the adjustment, such method does not 
result in a material distortion. In addi¬ 
tion to adjustments which would be maae 
aside from this section, adjustments to 
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the taxpayer’s income and deductions 
which would not otherwise be made may 
be required before applying this section 
in order to prevent a distortion in deter¬ 
mining taxable income from a particu¬ 
lar source of activity. For example, if an 
item included as a part of the cost of 
goods sold has been improperly attributed 
to specific sales, and, as a result, gross in¬ 
come under one of the operative sections 
referred to in paragraph (f)(1) of this 
section is improperly determined, it may 
be necessary for the District Director to 
make an adjustment to the cost of goods 
sold, consistent with the principles of this 
section, before applying this section. Sim¬ 
ilarly, if a domestic cornoration trans¬ 
fers the stock in its foreign subsidiaries 
to a domestic subsidiary and the parent 
continues to incur expenses in connec¬ 
tion with the supervision of the foreign 
subsidiaries (see paragraph (e) (4) of this 
section) . it may be necessary for the Dis¬ 
trict Director to make an allocation un¬ 
der section 482 with respect to such ex¬ 
penses before making allocations and ap¬ 
portionments required by this section, 
even though the section 482 allocation 
might not otherwise be made. 

(ii) Example. X. a domestic corpora¬ 
tion. purchases and sells consumer items 
in the United States and foreign mar¬ 
kets. Its sales in foreign markets are 
made to related foreign subsidiaries. X 
reported $1,500,000 as sales during the 
taxable year of which $1,000,000 was do¬ 
mestic sales and $500,000 was foreign 
sales X took a deduction for expenses 
incurred by its marketing department 
during the taxable year in the amount 
of $150,000. These expenses were deter¬ 
mined to be allocable to both domestic 
and foreign sales and are apportionable 
between such sales. Thus. X allocated 
and apportioned the marketing depart¬ 
ment deduction as follows: 


To (truss income from domestic sales: 

M5w *° . 

To (truss income from foreign salon: 

.-. so,000 

Tolal.,. . .150,000 

On audit of X’s return for the taxable 
year, the District Director adjusted, under 
section 482, X’s sales to related foreign sub¬ 
sidiaries by increasing the sales price by a 
total of $100,000. thereby increasing X’s for¬ 
eign sales and total sales by the same amount. 
As a result of the section 482 adjustment, 
the apportionment of the deduction for the 
marketing department expenses Is redeter¬ 
mined as follows: 


To gross income from domestic sales: 

. 

1 o gross income from foreign sales: 

*1'<0.000 X jw250 

i.ooo.ooo.—.. 00 ’- 00 


TolaJ ... 150,000 

(5> Verification of allocations and ap¬ 
portionments. Since, under this section, 
allocations and apportionments are made 
on the basis of the factual relationship 
between deductions and gross income, 
jbe taxpayer Is required to furnish, at 
Jbe request of the District Director, in- 
ormation from which such factual rela¬ 


tionships can be determined. In review¬ 
ing the overall limitation to the foreign 
tax credit of a domestic corporation, for 
example, the District Director should 
consider information which would enable 
him to determine the extent to which 
deductions attributable to functions per¬ 
formed in the United States are related 
to earning foreign source income. United 
States source income, or income from 
both sources. In addition to functions 
with a specific international purpose, 
consideration should be given to the 
functions of management, the direction 
and results of an acquisition program, 
the functions of operating units and per¬ 
sonnel located at the head office, the 
functions of support units (including but 
not limited to engineering, legal, budget, 
accounting, and industrial relations), 
the functions of selling and advertising 
units and personnel, the direction and 
uses of research and development, and 
the direction and uses of services fur¬ 
nished by independent contractors. Thus, 
for example when requested by the Dis¬ 
trict Director, the taxpayer shall make 
available any of its organization charts, 
manuals, and other writings which re¬ 
late to the manner in which its gross 
income arises and to the functions of 
organizational units, employees, and as¬ 
sets of the taxpayer and arrange for the 
interview of such of its employees as the 
^District Director deems desirable in or¬ 
der to determine the gross income to 
which deductions relate. See section 
7602 and the regulations thereunder 
which generally provide for the exam¬ 
ination of books and witnesses. See also 
section 905(b) and the regulations there¬ 
under which require proof of foreign tax 
credits to the satisfaction of the Secre¬ 
tary or his delegate. 

(g) General examples. The following 
examples illustrate the principles of this 
section. In each example, unless other¬ 
wise specified, the operative section which 
is applied and gives rise to the statutory 
grouping of gross income is the overall 
limitation to the foreign tax credit under 
section 904(a). In addition, in each ex¬ 
ample, wiiere a method of allocation or 
apportionment is illustrated as an ac¬ 
ceptable method, it is assumed that„such 
method is used by the taxpayer on a con¬ 
sistent basis from year to year (except 
in the case of the optional method for 
apportioning interest under paragraph 
(e) (2) (vi) of this section or the optional 
method for apportioning research and 
development expense under paragraph 
(e) (3) (iii) of this section). Further, it 
is assumed that each party named in 
each example operates on a calendar 
year accounting basis and, where the 
party is a U.S. taxpayer, files returns on 
a calendar year basis. 

Example (i)— Interest —(l) Facts. X. a 
domestic corporation, conducts a trade or 
business in the United States and owns all 
the stock of Y, a foreign corporation. In 1977, 
X takes a deduction for interest expense of 
(150.000. In 1977, X has gross receipts of 
$968,000, cost of goods sold of $600,000, and 
gross income of $368,000. X also receives a 
total of $32,000 in gross Income from Y. con¬ 
sisting of $20,000 in dividends. $8,000 in royal¬ 
ties. and $4,000 in interest payments. 


(ii) Allocation. No portion of the $150,000 
deduction Is definitely related solely to 
specific property within the meaning of para¬ 
graph (e)(2)(iv) of this section. Thus. X’s 
deduction for Interest is related to all of Its 
activities and properties. 

(ill) Apportionment. Since X computes Its 
foreign tax credit limitation under the over¬ 
all method there Is one statutory grouping, 
gross income from sources outside the 
United States, and one residual grouping, 
cross income from sources within the United 
States. The interest deduction of $150,000 
must be apportioned between these t »• r i 
groupings. In accordance with paragraph (e > 
(2) (v) and (vl) of this section. X calculates 
the apportionment of the interest deduction 
under both the asset and gross Income 
methods. X determines the amount of capital 
utilized or Invested in its Income producing 
activities and properties by computing an 
average book value for the year for all of its 
assets on the basis of book values of assets as 
of the beginning and end of Its year. In this 
example. It is assumed that a substantial dis¬ 
tortion does not result from the use of begin¬ 
ning and end of year balances. 

Tentative apportionment on the basis of assets 

[Average beginning-end of yearl 

Assets (net of depreciation) which relate, to 
activities and properties that generate U.S.- 
sourco Income (including inventory, work¬ 
ing capital for U.8. business, trade accounts 

receivable, factory equipment)..$3,200,000 

Assets (net of depreciation) which relate to 
activities and properties that generate 
foreign-source income (including X’s in¬ 
vestment in Y and loan to Y, trade 
accounts receivable, a portion of X’s home 
office based on space and equipment utilized 
for subsidiary supervision and working 


capital required for such supervision)_ 800,000 

Total.... 4,000.000 


As a result of the above computations, X 
would apportion its interest deduction 
follows: 

To gross income from sources within the 
United Stales (residual grouping); 

* ,5oooox IS - 

To gross income from sources outside the 
UnlttMi States (statutory grouping): 


!IS » X S . - 30,000 

Total.. . 150.000 


Tentative apportionment on the basis of gross 
income 

Interest expense apportioned to the residual 
grouping, gross income from sources within 
the U.8.: 


$15O,OO0X 


$368,000 

$400,000 


$138,000 


u:s: 

$150.000X 


$20,000 f $8,000-f $IX)0(P 
$400,000 


12,000 


Tolul.. 150,000 

Since the tentative apportionment ($12.- 
000) to the statutory grouping on the basts 
of gross Income is only 40 percent of the 
tentative apportionment ($30,000) on the 
basis of assets. X may use Option Two of 
the gross Income method (paragraph (e) (2) 
(vl) (B) of this section) and apportion to 
the statutory grouping fifty percent (50%) 
of the $30,000 apportioned to that group¬ 
ing under the asset method. Thus X’s actual 
apportionment to the statutory grouping 
would be $15,000. 

Example (2)— Interest —(i) Facts . X, a 
domestic corporation, has two wholly owned 
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subsidiarleft. Y and Z, which operate in for¬ 
eign countries. In 1977. X. Incurs an inter¬ 
est expense of $200,000 and has gross income 
of $500,000 consisting of: $392,000 from its 
domestic activities; $30,000 of dividends from 
foreign corporation Y; and $78,000 of divi¬ 
dends from foreign corporation Z. X’s 
balance sheets show an average of beginning 
and ending asset values as follows: $3,200,000 
in book value of asests related to Its dome¬ 
stic source Income; $800,000 in book value 
of assets related to its Income from Y; and 
$1,000,000 in book value of assets related to 
its Income from Z. X uses the overall method 
for calculating the limit on its foreign tax 
credit. 

(II) Allocation . No portion of X’s $200,000 
deduction for interest expense is definitely 
related solely to specific property within the 
meaning of paragraph <e)(2)(iv) of this 
section. Thus, X’s deduction for interest is 
related to all of Its Income producing ac¬ 
tivities and properties. 

(III) Apportionment. For purposes of ap¬ 
plying the overall limitation, there is one 
statutory grouping, gross Income from 
sources outside the United States, and the 
residual grouping, gross Income from sources 
within the United States. X's Interest ex¬ 
pense must be apportioned between these 
two groupings. Corporation X calculates 
tentative apportionments under the asset 
and gross income methods as follows: 

Tentative apportionment on the basis of axjcU 

Interest expense* apportioned to sources, out¬ 
ride the United States (statutory grouidng): 


.om,ndo+$s. 2 no.«w) — ' 

Interest expanse apportioned to sources within 
the United States (residual grouping): 

- 12 *' a ’° 


Total apportioned interest espouse. 200,000 


Of which— 

Apportioned to statutory grouping-- 72,000 

Apportioned to residual grouping.. 128,000 


Tentative apportionment on the basis of gross 
income 


Interest expanse apportioned to sources outside 
tho United States (statutory grouping): 

coo MX _ 

*■ ' * <$30.000+*78.n«H- $332,000) . 

Interest expense api>ortioncd to sources within 
the United States (residual grouping): 

.oon QQQV __*mooo , 

^ ' ^(Sao.ooo+STS.ooo+mJ.ono) •~ * 


$49,200 


150,800 


Total apportioned Interest expense . ... 200,000 
Of which— 

Apportioned to sources outside the United 

States statutory grouping.:. 43.200 

Apportioned to residual grouping.-.— - 150,800 

Tho total interest expense apportioned to 
the statutory grouping ($43,200) under the 
gross income method is 60 percent of the to¬ 
tal amount apportioned to the statutory 
grouping ($72,000) under the asset method. 
Thus, X may use Option One of the gross in¬ 
come method (paragraph (e) (2) (vl) (A) of 
this section) and apportion $43,200 of its in¬ 
terest expense to the statutory grouping. 

Example (3)—Research and Develop - 
ment — (1) Facts. X. a domestic corporation, 
is a manufacturer and distributor of small 
gasoline engines for lawn mowers. Gasoline 
engines are a product within the category, 
Machinery, except electrical (SIC Major 
Group 35). Y. a wholly owned foreign subsid¬ 
iary of X also manufactures and sells these 
engines abroad. During 1977, X incurred ex¬ 
penditures of $60,000 on research and devel¬ 
opment, which It deducts as a current ex¬ 
pense. to invent and patent a new and im¬ 
proved gasoline engine. All of the research 
and development was performed In the 
United States. In 1977. the domestic sales by 
X of the new engine total $500,000 and for¬ 
eign sales by Y total $300,000. X provides 


technology on the manufacture of engines to 
Y as a contribution to capital, for which no 
royalty is paid. In 1977, X’s Income is $160,- 
000. of which $140,000 Is from domestic sales 
anal $10,000 Is a dividend from Y. 

(11) Allocation. The research and develop¬ 
ment expenditures were incurred in connec¬ 
tion with small gasoline engines and they 
are definitely related to the items of gross 
Income to which the research gives rise, 
namely gross income from the sale of small 
gasoline engines in the United States and 
dividends received from subsidiary Y, a for¬ 
eign manufacturer of gasoline engines. Ac¬ 
cordingly, the expenses are allocable to this 
class of gross income. 

(ill) Apportionment. For purposes of 
applying the overall limitation, the statutory 
grouping is gross income from sources with¬ 
out the United States and the residual group¬ 
ing is gross income from sources within the 
United States. Since the related class of gross 
income derived from the use of engine tech¬ 
nology consists of both gross income from 
sources without the United States (dividends 
from Y) and gross income from sources 
within the United States (gross Income from 
engine sales). X’s deduction of $60,000 for Its 
research and development expenditure must 
be apportioned between the statutory and 
residual grouping before the overall limita¬ 
tion may be applied. Because more than 
50 percent of X’s research and development 
activity was performed In the United States. 
50 percent of that deduction can be appor¬ 
tioned exclusively to the residual grouping 
of gross Income, gross Income from sources 
within the United States. The remaining 
50 percent of the deduction can then be 
apportioned between the residual and statu¬ 
tory groupings on the basis of sales by X and 
Y. Alternatively. X’s deduction for research 
and development can be apportioned under 
the optional gross income method. The 
apportionment for 1977 Is as follows: 

Tentative, apportionment on the basis of salts 

Research and development expense to be appor¬ 
tioned between residual andslatutory group¬ 
ings of gross income. tc6 .000 


Less: 

Exclusive apportionment of research and de¬ 
velopment exj>ense to the residual group¬ 
ing of gross income: 

*00.000X50percent..... 30.000 

Research and development expense to lie 
&( »j >ort jot ted * between residual and statutory 
groupings of gross income on the basis of 
sales. 30.000 

Apportionment of research aud development 
expense to the residnal grouping of gross 
income: 

*500,000 

KJO.OOOX (fiV)0 ooo-f $500,0(X0 .. IS,75 ° 


The total research and development ex¬ 
pense apportioned to the statutory group¬ 
ing ($4,000) under the gross income method 
is approximately 36 percent of the amount 
apportioned to the statutory grouping under 
the sales method. Thus. X may use Option 
Two of the gross Income method (paragraph 
(e) (3) (lii) (B) of this section) and appor¬ 
tion to the statutory grouping fifty percent 
(50<7«) of the $11,250 apportioned to that 
grouping under the sales method. Thus. X 
apportions $5,625 of research and develop¬ 
ment expense to the statutory grouping. 

Example (4)—Research and Develop¬ 
ment —(<) Facts. Assume the same Tacts as 
in example (3) except that X also spends 
$30,000 in 1977 for research on bulldozers, 
all of which is performed in the United 
States, and X has bulldozer sales in the 
United States of $400,000. X's foreign sub¬ 
sidiary Y neither manufactures nor sells 
bulldozers. The bulldozer research is in addi¬ 
tion to the $60,000 in research which X does 
on gasoline engines for lawn mowers. X thus 
has a deduction of $90,000 for its research 
activity. X’s gross Income is $200,000. at 
which $140,000 is from sales of gasoline 
engines. $50,000 is from sales of bulldozers, 
and $10,000 is a dividend from Y. 

(ii) Allocation . X’s research expenses gen¬ 
erate Income from sales of small gasoline 
engines and bulldozers. Both of these prod¬ 
ucts are in the major broad product cate¬ 
gory, Machinery, except electrical (SIC 
Major Group 35). Therefore, the deduction 
is definitely related to this product category 
and allocable to all items of income a ib- 
utable to it. gross Income from the sale of 
small gasoline engines, and bulldozers in the 
United 8tates and dividends from foreign 
subsidiary Y. a foreign manufacturer and 
seller of small gasoline engines. 

(ill) Apportionment. For purposes of ap¬ 
plying the overall limitation, the statutory 
grouping is gross income from sources out¬ 
side the United States and the resi dual 
grouping is gross income from source* within 
the United States. X’s deduction of $90,000 
must be apportioned between the statutory 
and residual groupings. Because more than 
50 percent of X’s research and development 
activity was performed in the United- Stares. 
50 percent of that deduction can be appor¬ 
tioned exclusively to the residual grouping, 
gross income from sources within the United 
States. The remaining 50 percent of the de¬ 
duction can then be apportioned between 
the residual and statutory groupings on the 
basis of total sales by X and Y. Alternatively. 
X’s deduction for research and development 
can be apportioned under the optional gross 
Income method. The apportionment for 1977 
is as follows: 


Apportionment of research and development 
expense to the statutory grouping of gross 
income: 

-- 

Total* Apportioned deduction for research 
and development-... 60,000 

Of which— 

Apportioned to lho residual grouping ($30,000 

«f $18.750)...48.750 

Apportioned to the statutory grouping....... 11,260 

Tentative apportionment on the basis of gross 
income 


Research and development expense opjioi t IoujhI 
to sources within the United States '.residual 
grouping): 


fOO.OOOX 


$ 110,000 

(II 10,000+$10*0001 


$58,000 


Rcw*arch and development expense apportioned 
to sources within country Y uitatutory 
grouping): 

v _ $10,000 

PiO.lXKlX ^o ooo+flO.OOO; " ^ 


4.000 


Of which— 

Apportioned to the residual groujdng.. - 56.000 

Apportioned to statutory grouping__ 4,000 


Tentative apportionment on tin bam* of suk* 


Research and development expense to in* op 
portioned between residual and statutory group¬ 
ings of gross income.-.— 

Less: 

Exclusive apportionment of the research an*l 
development expense to the residual groupie 
of gross income: 

$90,000X50 |H*rcont ... 


£<Q.W0 


45,000 


Research and development expense to 1* ap¬ 
portioned between the residual and statutory 
groupings of gross Income on the basts of sale* 
Apportionment of research and dwelonuirn: 
expense to the residual grouping of urn^ 


income: 

— 1*500, m+UQ0, 000) 
H6,OOOX (ICOOjOOO f $400.0004 $300,000) 


Apportionment of research and developmen. 
expense to the statutory groujUng oI$W 
income: 

*45 000* _ .. - 

H) ' WWA $X)0, 0 004$4(IO.llU(H-moWI/ 


ft, 000 


TOO 


11.so 


Total: Apportioned deduction tor research ^ 
aud development-—. 


Apportioned to tho residual grouping ($4fc,000-» 

$33,750). t . Jt: >50 

Apportioned to the statutory grouping. 
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Tentative apportionment on the basin of gross 
income 


flo 5 *nreli and development expense appor¬ 
tioned to sources within the United States 
Mwidual grouping): 

•o.ooox- ntw,00 ° 


k ^H0,000+$50,0(XH 10,000) 


$85,500 


i<,softreb and dovolopment expense appor- 
li-m. tl to sources within country Y (statutory 

grouping); $10000 

<’.*0,OOOX :; f i i0,000-f$50,000-f5 IOjOOO). 


4.500 


ci whicb— 

\pportiotiiMl to tin* residual gmttpliur. ...... *5,500 

Apportioned to the statutory grouping ...... 4,500 


The total research and development ex¬ 
pense apportioned to the statutory grouping 
($4,500) under the gross income method is 40 
percent of the amount apportioned to the 
statutory grouping under the sales method. 
Thus, X may use Option Two of the gross 
income method (paragraph (e) (3) (ill) (B) 
of this section) and apportion to the statu¬ 
tory grouping fifty percent (50%) of the 
$11,250 apportioned to that grouping under 
the sales method. Thus, X apportions $5,625 
of research and development expense to the 
statutory grouping. 

Example (5) —Research and Development — 
(i) Facts. Assume the same facts as In exam¬ 
ple (3) except that In 1978 X continues Its 
sales of the new engines, with sales of $600,- 
000 in the United States and $400,000 by 
subsidiary Y. X also acquires a 51 percent 
ownership interest in a foreign corporation 
Z and a 100 percent ownership interest in C. 
X transfers its engine technology to Z for 
a royalty equal to 5 percent of sales, and 
X enters into a cost-sharing arrangement 
with C to share the funding of X’s research 
activity. In 1978, corporation Z has sales in 
country Z equal to $1,000,000. X Incurs ex¬ 
pense of $80,000 on research and develop¬ 
ment in 1978, and in addition, X performs 
$15,000 of research on gasoline engines which 
was funded by the cost-sharing arrangement 
with C. All of Z's sales are from the product 
category, Machinery, except electrical (SIC 
Major Group 35). X performs all of its re¬ 
search in the United States and $20,000 of 
Its expenditure of $80,000 is made solely to 
meet noise pollution standards mandated by 
the United States Government. The expendi¬ 
ture in response to noise pollution standards 
» not expected to generate gross income 
(beyond de minimus amounts) outside the 
United States both because noise standards 
? re not imposed by countries Y and Z and 
because X does not plan to use the noise pol¬ 
lution control devices in products made 
abroad. 

(11) Allocation. The $20,000 of research 
expense which X incurred in connection with 
US noise pollution standards is definitely 
related and thus allocable to the residual 
grouping, gross income from sources within 
the United States. The remaining $60,000 in 
research and development expenditure in¬ 
curred by x is definitely related to all gaso¬ 
line engines and is therefore allocable to the 
c ass of gross Income to which the engines 
give rise, gross income from sales In the 
united States, dividends from country Y, and 
from country Z. No part of the 
WJ. 0 O 0 research expense is allocable to 
lvidends from country C because corpora- 
hft8 already paid, through its cost- 
ring arrangement, for research activity 
Performed by X which may benefit C. 

(ill) Apportionment. For purposes of ap- 
overall limitation, the statutory 
8 oupjng is gross income from sources within 
countries Y and Z, and the residual grouping 
* gross income from sources within the 
uited States. X’s deduction of $60,000 for its 
research and development expenditure must 


be apportioned between these groupings. Be¬ 
cause more than 50 percent of the research 
and development was performed In the 
United States. 40 percent (in 1978) of the 
$60,000 deduction can be apportioned ex¬ 
clusively to the residual grouping. The re¬ 
maining 60 percent of the deduction can 
then be apportioned between the residual 
and the statutory grouping on the basis of 
sales by X, Y, and Z. (Alternatively X’s de¬ 
duction for research and development can be 
apportioned under one of the optional gross 
income methods, which are not illustrated 
in this example (see instead example (3) 
and (4)). Although X has only a 51 percent 
ownership interest in corporation Z, all of 
Z’s sales are included for purposes of ap¬ 
portionment. The allocation and apportion¬ 
ment for 1978 is as follows: 


X’s total research expense.....#50,000 

Less: 

U.S. Government mandated research diftvtly 
n I located to the residual grouping of gross 

income. .... 20,000 


Tentative apportionment on the basis of sales 

Research ami development expense to he appor¬ 
tioned lx* tween residual and statutory groupings 

of gross income.... $00,000 

Less: 

Exclusive apportionment of research and de¬ 
velopment expense to the residual grouping of 


gross income: 

*00,000X40 percent.. .... . 24,000 


Research and development expense to he 
apportioned between the residual and the 
statutory grouping on the basis of sales_ $afl,000 


Apportionment of research and development 
••\|H*nse to gross income from sources within 
the United States (residual grouping): 


$3fl,000X 


$ 000,000 


(8000,000+$400,000+51,000,000)* 


10.800 


Apportionment of research and development 
e.\|x*nse to gross income from countries V ami 
Z statutory grouping): 


m, ooox 


($400,000+11,000,000) 


($600,000+$400,000+$l t 000,000) * 


25,200 


Total: Apportioned deduction for re¬ 
search and development ($24,000+-.-== 
$36,000).$60,000 


Of whiclt— 

Apportioned to the residual grouping ($24,000+ 

$10,800)—.- . 34,800 

Ap|K>rtloned to the statutory grouping of 
sources within countries Y ami Z .. 25,200 


Example ( 6)—Research and Develop¬ 
ment —(i) Facts. X, a domestic corporation, 
manufactures and sells forklift truoks and 
other types of materials handling equipment 
in the United States. The manufacture and 
sale of trucks and other handling equipment 
belongs to the product category, Transpor¬ 
tation equipment (SIC Major Group 37). X 
also sells its forklift trucks to a wholesaling 
subsidiary located in foreign country Y. and 
manufactures forklift trucks In foreign coun¬ 
try Z. The wholesaling of forklift trucks in 
country Y belongs to the product category, 
Wholesale trade (SIC Major Oroups 60 and 
51). X performs no research with respect to 
wholesale trade. In 1977, X sold $7,000,000 
of trucks to purchasers in the United States, 
$3,000,000 of trucks to the wholesaling sub¬ 
sidiary in Y, and truck components with an 
FOB export value of $2,000,000 to its branch 
in Z. The branch’s sales of finished trucks 
were $5,000,000. In response to emission con¬ 
trol requirements of the United States Gov¬ 
ernment, X’s United 8tates research depart¬ 
ment has been engaged in a research project 
to improve the performance and quality of 
engine exhaust systems used on Us products 
in the United States. It incurs expenses of 
$100,000 for this purpose in 1977. In the past, 
X has customarily adapted the product im¬ 
provements developed originally for the do¬ 
mestic market to its forklift trucks manufac¬ 


tured abroad. During the taxable year 1977, 
development of an improved engine exhaust 
system is completed and X begins Installing 
the new system during the latter part of the 
taxable year in products manufactured and 
sold in the United Statee. X continues to 
manufacture and sell forklift trucks in for¬ 
eign countries without the improved engine 
exhaust systems. 

(U) Allocation. X’s deduction for its re¬ 
search expense is definitely related to the in¬ 
come to which it gives rise, namely Income 
from the manufacture and sale of forklift 
trucks within the United States and in coun¬ 
try Z. Although the research Is undertaken 
In response to a United States Government 
mandate. It can reasonably be expected to 
generate gross Income from the manufacture 
and sale of trucks by the branch in Z. There¬ 
fore, the deduction is not allocable solely to 
income from X’s domestic sales of forklift 
trucks. It is allocable to income from such 
sales and income from the sales of X’s branch 
in Z. However the deduction for reasearch ex¬ 
pense is not allocable to the sales of the sub¬ 
sidiary in Y. because those sales are in a 
different product category. 

(ill) Apportionment. For the method of 
apportionment on the basis of either sales or 
gross income see example (3). However, in 
determining the amount of research appor¬ 
tioned to income from foreign and domestic 
sources, the net sales of the branch in Z are 
$3,000,000 ($5,000,000 less $2,000,000) and the 
sales within the United States are $12,000- 
000 ($7,000,000 plus $3,000,000 plus $2,000- 
000 ). 

Example (7)—Research and Development — 
(l) Facts. X, a domestic corporation, is a 
drug company which manufactures a wide 
variety of pharmaceutical products for sale 
in the United States. Pharmaceutical pro¬ 
ducts belong to the product category. Chem¬ 
icals and allied products (SIC Major Group 
28). X exports its pharmaceutical products 
through a domestic international sales cor¬ 
poration (DISC). X’s wholly owned foreign 
subsidiary Y also manufactures pharmaceu¬ 
tical products. In 1977, X has domestic sales 
of $10,000,000, the DISC has sales of $3,000.- 
000, and Y has sales of $5,000,000. In that 
*ame year, 1977. X incurs expense of $200,000 
on research to test a product in response to 
requirements imposed by the United States 
Food and Drug Administration (FDA). X is 
able to show that, even though country Y 
imposes certain testing requirements on 
pharmaceutical products, the research per¬ 
formed in the United States is not accepted 
by country Y for purposes of its own licensing 
requirements, and the research has minimal 
use abroad. X is further able to show that its 
DISC sells goods to countries which do not 
accept or do not require research performed 
in the United States for purposes of their 
own licensing standards. 

(ii) Allocation. Since X’s research expense 
of $200,000 is undertaken to meet the re¬ 
quirements of the United States Food and 
Drug Administration, and since It is reason¬ 
able to expect that the expenditure will not 
generate gross income (beyond dc minimus 
amounts) outside the United States, the de¬ 
duction is definitely related and thus al¬ 
locable to the residual grouping. 

(ill) Apportionment. No apportionment is 
necessary since 1 the entire expense is allocated 
to the residual grouping, gross income from 
sales within the United States. 

Example (8)—Research and Development— 
(i) Facts. X, a domestic corporation, is en¬ 
gaged in continuous research and develop¬ 
ment to Improve the quality of the products 
that it manufactures and sells, which are 
floodlights, electric fans, television sets, and 
storage batteries. X incurs and deducts $100,- 
000 of expenditure for research and develop¬ 
ment in 1977 which was performed exclusive- 


FEDERAl REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 

























49172 


PROPOSED RULES 


ly In the United States. As a result of this 
research activity, X acquires patents which It 
usee in its own manufacturing activity. X 
licenses its floodlight patent to Y and Z, 
unrelated foreign corporations, for use in 
their own territories, countries Y and Z. re¬ 
spectively. Corporation Y pays X an arm’s 
length royalty of $3,000 plus $0.20 for each 
floodlight sold. Sales of floodlights by Y for 
the taxable year are $135,000 (at $4.50 per 
unit) or 30.000 units, and the royalty is 
$9,000 ($3,000 + $0.20X30.000). Y ha* sales of 
other products of $500,000. Z pays X an arm’s 
length royalty of $3,000 plus $0.30 for each 
unit sold. Z manufactures 30.000 floodlights 
in the taxable year, and the royalty is $12,000 
($3.000+$0.30X30.000). The dollar value of 
Z's floodlight sales Is not known and cannot 
be reasonably estimated because, in this case, 
the floodlights are not sold separately by Z 
but are Instead u*ed as a component in Z’s 
manufacture of lighting equipment for 
theatres. The sales of all Z’s products, in¬ 
cluding the lighting equipment for theatres, 
are $1,000,000. Y and Z each sell the flood¬ 
lights exclusively within their respective 
countries. X’s sales of floodlights for the tax¬ 
able year are $500,000 and Its sales of Its 
other products, fan**, televisions, and bat¬ 
teries. are $400,000. X has gross income of 
$500,000. consisting of gross Income from 
domestic sources of $479,000. and royalty in¬ 
come of $9,000 and $12,000 from foreign cor¬ 
porations Y and Z respectively. 

(11) Allocation. X’s re°earch and develop¬ 
ment expenses are definitely related to all of 
the products that It produces, which are flood 
lights, electric fans, television sets, and stor¬ 
age batteries. All of these products are in the 
same broadly defined product category. Elec¬ 
trical and electronic machinery, equipment, 
and supplies (S T C Major Group 36). Thus, 
X’8 research and development expenses are 
allocable to all Items of Income attributable 
to this product category, domestic sales in¬ 
come and royalty Income from the foreign 
countries in which corporations Y and Z op¬ 
erate. 

(ill)' Apportionment. Since X uses the 
overall limitation for calculating the foreign 
tax credit, the statutory grouping of gross 
Income i3 royalty Income from countries Y 
and Z. The residual grouping Is gross income 
from sources within the United States. X’s 
deduction of $100,000 for its research ex¬ 
penditures must be apportioned between the 
groupings. For apportionment on the basis 
of sales in accordance with paragraph (e) (3) 
(11) of this section, X is entitled (in 1977) 
to an exclusive apportionment of 50 percent 
of its research and development expense to 
the residual grouping, gross income from 
sources within the United States, since more 
than 50 percent of the research activity was 
performed in the United States. The remain¬ 
ing 50 percent of the deduction can then be 
apportioned between the residual and statu¬ 
tory groupings on the basis of sales. Since Y 
and Z are unrelated licensees of X, only their 
sales of the licensed product, floodlights, are 
Included for purposes of apportionment. 
Floodlight sales of Z are unknown, but are 
estimated at ten times royalties from Z, or 
$120,000. All of X’s sales from the entire prod¬ 
uct category are Included for purposes of ap¬ 
portionment on the basis of sales. Alterna¬ 
tively. X may apportion Its deduction on the 
basis of gross income, in accordance with 
paragraph (e) (3) (Hi) of this section. The 
apportionment for 1977 Is as follows: 


Tentative apportionment on the basin of sates 

Research and development expense to be ap¬ 
portioned between statutory and residual 
groupings of gross income..$ 100,000 

I<ess: 

Exclusive apportionment of research and 
development expense to the residual group¬ 
ing of Rross Income: 

$I00,0(J0X50 percent. 50.000 


Research and development expense to be »i>- 
portionod Ixdwecn the statutory and residual 
groupingsof gross income on the Imsis of sales. $50,000 


Apportionment of research and development 
expense to the residual groupings of cross 
income: 

$.*o,o°o x ( ^oo 5 +$I 35 ,ooo+si*),ooo). 381 m 

ApiKJitlonment of research and development 
expense to the statutory grouping, royalty 
income from countries Y and Z: 

c - n $135,000+$120,000 .. 

1 '°’ 000>< ^»00,000+$13^,000+ $120,000). 11,089 


Total: Apportioned deduction for re¬ 
search and development.$ 100,000 

Of which— ■ - 

Apportioned to the residual grouping ($50,000+ 

$ 08 ,961). ?. 83,961 

Apportioned to the statutory grouping of 
sources within countries Y and Z.. 11,039 


Tentative apportionment on gross income basis 


Apportionment of research and development 
expense to the residual grouping of gross 
income: 


. 

Apportionment of research and development 
expense to the statutory grouping, royalty 
income from Y and Z: 

mooooox^°^ ? 12i000) 

S100.000X *500000 . 

Of which— 

Apportioned to tho residual grouping_ 

Apportioned to the statutory groupiug of 
sources within countries Y and Z.__.. 


$95,800 

4,200 

95.800 

4,200 


Since X’r apportionment on the basis of gross 
Income to the statutory grouping, $4,200, Is 
less titan 50 percent of its apportionment on 
the basis of sales to the statutory grouping, 
$11,039 it may use Option Two of paragraph 
(e) <3) (ill) (B) of this section and apportion 
$5,520 ( 50 percent of $11,039) to the statutory 
grouping. 

Example (9)—Research and Development — 
(1) Facts. X, a domestic corporation, manu¬ 
factures and sells commercial amounts of 
Individual products A, B, and C. each of 
which is identified with a 7-diglt code in the 
Numerical List of Manufactured Products, 
and all of which are contained in one broad 
product category, Transportation equipment 
(SIC Major Group 37). X’s wholly owned for¬ 
eign subsidiary. Y. manufactures and sells 
commercial amounts of transportation 
equipment products A, B, and D. X’s 51 per¬ 
cent owned subsidiary Z manufactures and 
sells commercial amounts of transportation 
equipment product C. In 1978, X incurs ex¬ 
pense of $100,000 on research and develop¬ 
ment performed in the U.S. and has domestic 
sales of $5,000,000 of which product A ac¬ 
counts for $2,000,000, product B accounts for 
$2,500,000, and product C accounts for $500,- 
000. Y has foreign sales of $1,000,000, and 
Z has foreign sales of $500,000. X challenges 
the allowable amount of 40 percent of its re¬ 
search and development expenditure that is 
apportioned exclusively to the residual group¬ 
ing, gross income from domestic sales. For 
purposes of apportionment on the basis of 
sales. X contends that it is entitled to a 
larger exclusive apportionment because its 
research has very limited and long deiaxed 


application outside the United States. X es¬ 
tablishes to the satisfaction of the Comnr. 
sloner that, while It has regularly licensed Y, 
Z cannot reasonably be expected to benefit 
from X’s research, either directly or indi¬ 
rectly through X or Y. X further establishes 
to the satisfaction of the Commissioner, that 
the Individual products manufactured and 
sold by Y, namely A and B. which arc al o 
manufactured and sold by X account for 90 
percent of X’s sales (($2,000,000+ $2,500,- 
000)/ ($5,000,000 ) 90 percent); and that 

there is a delay of about 4.7 years between 
the time X applies research to its domestic 
sales and then makes It available to Y. 

(li) Allocation. X’s research is definitely 
related to the Transportation equipme t 
product category and thus allocable to all 
income from that category. 

(ill) Apportionment. Since X computes 
the limit on its foreign tax credit under the 
overall method, there is one statutory group¬ 
ing. grors Income from sources outside the 
United States, and one residual groupt g. 
gross income from sources within the United 
States. The research and development de¬ 
duction Is apportioned between these two 
groupings. In determining whether the 40 
percent exclusive apportionment prescribed 
in paragraph (e) (3) (ii) (A) of this section 
must be applied to this particular taxpayer, 
the following analysis is made. In this anal¬ 
ysis, Z’s sales of product C are ignored. 

Calculation of exclusive apportionment on 
basis of prescribed percentage 

X’s total deduction for research and dovel- 

ojBnem ......$ 100 , ooo 

Tentative exclusive apportionment of research 
and development expense to the residual 
grouping of gross income: 

$100,000X40 pet . .. 40.000 


Calculation of exclusive apportionment on the 
basis of facts and circumstances 


Factor 1: 

Only 90 percent of X's product category is 
manufactured and sold by foreign subsidiary 
V'; therefore 10 percent of X’s research and 
development expense should lw< apportioned 
exclusively to tho residual grouping of gross 
income: 

$100,000X10 pet.,...... 

Remaining research and development ex¬ 
pense: 

$100.000~$10,000*$90,000 
Factor 2: 

There Is a delay of 4.7 yr between the time X 
applies its successful research and develop¬ 
ment to the domestic market and it Is applied 
by its foreign subsidiary Y; based on a calcula¬ 
tion of present value at the Side haven dis¬ 
count rate of 10 pet per year of doluy, the 
contribution of research and development 
to the delayed foreign sales Is approximately 
36 pet less than its contribution to domestic 
sales. Therefore, 36 pet of X’s remaining 
research and development expense should lx* 
apportioned exclusively to the residual 
grouping of gross income: 

$90,000X36 pot... 


$ 19,000 


32. (HI 


Total: Exclusive apportionment of re¬ 
search and development expense to tin' 
residual groupiug based on an analysis 
of the 2 factors ($10,000+ $32,100»_ 42. W 

Tho exclusive apportionment to the residual 
grouping of gross Income of $42,400 that is 
based on an analysis of X’s facts and cir¬ 
cumstances to not substantially different 
from the exclusive apportionment of $40,000 
provided by the 40 percent exclusive appor¬ 
tionment available to all taxpayers. Since X 
has not demonstrated facts and circum¬ 
stances that would Justify a substantially 
different exclusive apportionment than the 
40 percent figure, the 40 percent exclusive 
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apportionment stands. The remaining 60 per¬ 
cent of X's research and development ex¬ 
pense is apportioned on the basis of total 
sales of X and Y. (Alternatively, X’s deduc¬ 
tion for research and development can be ap¬ 
portioned under one of the optional gross in¬ 
come methods, which are not illustrated in 
this example: see instead examples (3) and 

Example (10) — Research and Develop- 
men t— (1) Facts. The facts are the same as 
example (9) , and there are no other material 
facts except that X establishes to the satis¬ 
faction of the Commissioner that foreign 
subsidiary Y sells 80 percent of the broad 
product category sold by X; and that there is 
a delay of about 6.7 years between the time 
X applies research in generating domestic 
fifties and the time Y applies research in gen¬ 
erating foreign sales. 

(ii) Allocation. X’s research Is definitely 
related to the Transportation equipment 
product category and thus allocable to all in¬ 
come from that category. 

(Hi) Apportionment. Since X computes its 
foreign tax credit limit under the overall 
method, there is one statutory grouping, 
gross income from outside the United States, 
and one residual grouping, gross income from 
within the United States. The research and 
development deduction is apportioned be¬ 
tween the two groupings. In determining 
whether the 40 percent exclusive apportion¬ 
ment must be applied to this particular tax¬ 
payer. the following analysis is made. 

Caladatum of exclusive apportionment on 
basis of prescribed percentage 

X’s total deduction for research and develop¬ 
ment. $100,000 

Tentative exclusive apportionment of research 
and development expense to the residual 
group! i»k of gross incomo 

$100,000X40 pet .. ... . -- 40,000 


Calculation of exclusive apportionment on 
basis of facts and circumstances 

Factor 1: 

Only 80 pet of X's product category is manu¬ 
factured and sold by foreign subsidiary Y; 
therefore 20 pet of X’s research and dovelop- 
nt expense should !>o apivorttoned ex¬ 
clusively to the residual grouping of gross 
income: 

$100,000X20 pet. .. - $20,000 

Remaining research and development ex¬ 
pense: 

SKX1.000— $20,000 «= *80,000 

Factor 2: 

There is a delay of 5.7 yr between the time X 
applies its successful research and develop¬ 
ing at to the domestic, market and the time it 
w applied by its foreign subsidiary Y; based 
on ft calculation of present value at the safe 
navx n discount rate of 10 pet per yr of delay, 
tno i>tribution of research and devek>|>- 
meut to the delayed foreign sales is approxi¬ 
mately 42 i>ot Ices than Its contribution to 
domestic sales. Therefore 42 pet of X’s re¬ 
maining reseateii ami development expense 
should bo apportioned exclusively to the 
residual grouping of gross income: 


$8P000X42 pet. ... . 33,600 

Total: Exclusive apportionment of rc- 
•earch and development expense to the 
residual grouping leased on an analysis 
cf the 2 factors) $20,0U0+$33.6O0).. $53,60 Q 


The exclusive apportionment to the residual 
grouping of gross Income of $53,600 that is 
bmsed on an analysis of X’s facts and cir¬ 
cumstances is substantially different from 
-be exclusive apportionment of $40,000 pro¬ 
vided by the 40 percent exclusive apportion¬ 
ment available to all taxpayers. Since X has 
demonstrated, to the satisfaction of the Com- 
nhssioncr. that its facts and circumstances 
justify a substantially higher exclusive ap¬ 
portionment, the Commissioner allows X to 
apportion exclusively $53,600 of its research 
peruses to the residual grouping, gross in¬ 
come from sources within the United States, 
uic remaining $46,400 of X's research and 
envelopment expense is apportioned on the 
ay! S »°* total sales, but X’s domestic sales 
• e adjusted to exclude sales of those prod¬ 


ucts not sold abroad. Since only 80 percent 
of X’s product category is sold abroad by Y, 
only 80 percent of X’s domestic sales are 
included in the apportionment. (Alterna¬ 
tively. X’s deduction for research and de¬ 
velopment can be apportioned under one of 
the optional gross income methods illus¬ 
trated in examples (3) and (4).) The ap¬ 
portionment for 1978 is as follows: 


Example (11)—Research and Develops 
ynent —(I) Facts. X, a domestic corporation, 
and Y, Its domestic subsidiary, manufacture 
and sell computers and other items of office 
equipment, all of which are contained in 
one broad product category, Electrical and 
electronic machinery, equipment and sup¬ 
plies (SIC Major Group 37). Many of the 
3ame products are manufactured by X*s 


Research and development expense to be ap- 
ivortioned between residual and statutory 
groupings of gross income.—. 

L. s>: 


Exclusive apportionment of research and 
development expense to the residual groniH 

ing of gross income. .. 

Remaining research and development ex¬ 
pense to be apportioned between residual 
and statutory groupings of gross income on 

basis of com parable-sales. 

Apportionment of research and development 
expense to the residual grouping, gross income 
from within the United 8tates: 


$100,000 

53,600 


44.400 


$46,400X 


(45,000,0Q0X.80) 

($.5,OOO t OOOX.80-i-*l,000,000). 


37.120 


Apportionment of research and development 
expense to the statutory grouping, gross in¬ 
come from outside tho United 8tat*3: 


»i.ooq.ooo 

^ ' WA (*5 l 000 ) O00X. 8 O+*l, 0 O0,000). 9,2S0 

Total: Apportioned deduction for re¬ 
search and development—. 100,000 


Of which— 

Apportioned to the residual grouping 

($53,600-{-*37,120). *0,720 

Apportioned to the statutory grouping_ 9,280 


foreign subsidiary Z (in country Z), using 
the technology of X or Y, and certain 
patents are licensed to uncontrolled foreign 
corporations L and M (in countries L and 
M respectively). For purposes of justifying 
an exclusive apportionment in excess of 30 
percent in 1979, X seeks to establish that its 
research has long delayed application out¬ 
side the United States. Substantially all of 
X's successful research finds its application 
in new products. X establishes, to the satis¬ 
faction of the Commissioner, that the fol¬ 
lowing table accurately portrays the history 
of commercial introduction of those par¬ 
ticular products which, in the year 1979, 
were both manufactured in the United 
States by X or Y. and are either manufac¬ 
tured abroad by Z, or licensed abroad to L 
or M. In Identifying particular products, X 
is not restricted to the 7-digit products 
listed in Numerical List of Manufactured 
Products . 



Year first 

Year first 

Delay in 

1979 U.S. sales 

commercially 

commercially 

applying 

of X and Y 

manufactured 

manufactured 

research 

(millions) 

in the United 
States by 

X or Y 

abroad by Z» 
or llceused to 
LorM 

outside the 
United Stan > 

(years) 


*130 1972 1974 2 

90 1974 1979 5 

lu 1969 1978 9 

60 1970 1973 3 


Product a.... 

Product b. . 

Product c. 

Product d... 

Sales of products manufactured domesti¬ 
cally and abroad. 

Sales of products not manufactured or 
licensed abroad. 


Totul sales of X and Y . . 

(11) Allocation. X’s research is definitely 
related to the Electrical and electronic ma¬ 
chinery, equipment and supplies category, 
and thus allocable to all income from that 
category. * 


280 

55 


335 _ 


(ill) Apportionment. On the basis of the 
facts established by X, the average delay be¬ 
tween X's application of research findings in 
the United States and abroad may be esti¬ 
mated as 3.4 years (weighted on the basis of 
sales): 


K2yrX$»30) + (5yrX$a0)-H9 yrX$10) + (3 yrX$50) 1 

($130+$9U-f $10-j-$50) 


If the Commissioner is satisfied that the esti¬ 
mate of 3.4 years accurately reflects the de¬ 
lay between X's application of its research 
findings in the United States and abroad, 
such estimate may be accepted for purposes 
of Justifying an exclusive apportionment in 
excess of 30 percent in 1979. 

Example (12)—Research and Develop¬ 
ment —(i) Facts. The facts are the same as in 
example (11) and there ore no other material 
facts except that, in addition to its research 
on new products, X also conducts research on 
improving the processes for manufacturing 
its standard computer components, X is able 
to establish that, in 1979, its research and 
development expenses of $7,000,000 may be 
reasonably divided into $5,000,000 for new 


product research and $2,000,000 for new proc¬ 
ess research. (If X is not able to establish 
clearly the portion of its research expendi¬ 
tures which is attributable to new process 
research, the determination of an average de¬ 
lay shall be made solely on the basis of the 
average delay for introducing new products 
abroad.) X further establishes, to the satis¬ 
faction of the Commissioner, that the fol¬ 
lowing table accurately portrays the history 
of commercial application of previously de¬ 
veloped processes which, in 1979. are both 
used in manuf act tiring products in the 
United States by X or Y, and are either used 
in manufacturing products abroad by Z. or 
licensed for manufacturing products abroad 
by L or M. 




1879 U.S. sales 
of X and Y of 
products manu¬ 
factured using 
tho process 
(millions) 

Year process 
first 

commercially 
applied in the 
United Stales 
by X or Y 

Year process 
first 

commercially 
applied abroad 
or liccnaed 
to L or M 

Delay in apply¬ 
ing research 
outside lh<' 
United State* 

1 years) 

Process a. 

Process b.__ 


. $46 

. 20 

1970 

1975 

1979 

1976 

9 

1 

Process c. 


. 60 

1975 

1972 

-3 
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(it) Allocation. X's research on new proc¬ 
esses as well as new products Is definitely 
related to the Electrical and electronic 
machinery, equipment and supplies category, 
and thus allocable to all Income from that 
category. 


(ill) Apportionment. On the basis of the 
facts established by X. the average delay 
between X’s application of research findings 
to the use of new manufacturing processes 
in the United States and abroad may be esti¬ 
mated as 2.0 j’ears (weighted on the basis 
of sales): 


|(9 yr $43 ( 1 yr $20)-K 3 

5 20 $60) 


On the basis of the estimated of an average 
2.0 year delay in introducing new processes 
abroad, and a 3.4 year delay in introducing 
new products abroad (from Examnle (11)). 
and on the basis of the division of research 
expense between new processes technology 


($2,000,000) and new product technology 
($5,000.000), the overall delay between X’a ap¬ 
plication of research findings in the United 
States and abroad may be estimated as 3.0 
years: 


■ : ■ 5,000,000)] 

($2,000,000 }- $5,000,000 > 


If the Commissioner is satisfied that the 
estimate of 3.0 years accurately reflects the 
delay between X's application of its research 
findings in the United States and abroad, 
such estimate may be accepted for purposes 
of Justifying exclusive apportionment in ex¬ 
cess of 30 percent in 1979. 

Example (13)—Research and Develop¬ 
ment —(i) Facts. X. a domestic corporation, 
manufactures and sells electronic computer 
Model A In the United States. X performs 
research in the United States with particu¬ 
lar emphasis on improving the characteris¬ 
tics of its Model A computer. Y, a foreign 
subsidiary of X. manufactures and sells elec¬ 
tronic computer Model B in France. For pur¬ 
poses of Justifying an exclusive apportion¬ 
ment in excess of 30 percent In 1979. X seeks 
to establish that Its research has more lim¬ 
ited application in France than in the United 
States. X establishes that the Model A com¬ 
puter works at substantially faster speeds, 
and otherwise has markedly superior charac¬ 
teristics. than the Model B computer. 

(11) Allocation. X's research Is definitely 
related to the Electrical and electronic ma¬ 
chinery, equipment and supplies category 
(SIC Major Group 35), and thus allocable to 
all income from that category. 

(ill) Apportionment. Electronic computers 
are an individual product enumerated as 
product number 3573100 (electronic com¬ 
puters, except typewriters, peripheral equip¬ 
ment, and parts) in the Numerical List of 
Manufactured Products. The Numerical List 
groups Model A and Model B computers to¬ 
gether under the same product heading. On 
the basis of these facts. X does not have a 
more limited application of its research in 
France than in the United States. 

Example (14)—Research and Develop¬ 
ment — (i) Facts. X. a domestic corporation, 
produces a variety of chemical products used 
in the further manufacture of synthetic fi¬ 
bers. plastics, paints, fertilizers and explo¬ 
sives. Chemical products arc in the category. 
Chemicals and allied products (SIC Major 
Group 28). X has total sales of its chemical 
products of $5,000,000 in 1978 and incurs ex¬ 
pense of $200,000 on research and develop¬ 
ment performed in the United States which 
it deducts as a current expense. In 1978, X 
licenses unrelated foreign corporation Y to 
use one of X's chemical patents in the man¬ 
ufacture of chemical A. The research and 
development leading to this particular pa¬ 
tent was performed by X between 1955 and 
1900. Corporation Y manufactures and sells 
chemical A as well as other products in coun¬ 
try Y Y has sales of $500,000 of chemical A 
in 1978. It pays X a royalty of 2 percent of 
sales for use of the patent. 

(11) Allocation. X's expenditures for re¬ 
search and development are definitely re¬ 
lated to the product category. Chemicals and 
allied products (SIC Major Group 28). and 
thus allocable to the income related to It, 


domestic pies income and foreign royalty 
income. 

(ill) ApjiOTtionment. X computes its for¬ 
eign tax credit limit under the overall meth¬ 
od. The statutory grouping is gross income 
from sources outside the United States and 
the residual grouping is gross Income from 
sources within the United States. Forty per¬ 
cent of X's deduction for research and de¬ 
velopment is apportioned exclusively (in 
1978) to the residual grouping of gross In¬ 
come since the work was performed in the 
United States. The remaining 50 percent of 
the deduction is apportioned between the 
residual and statutory groupings on the ba¬ 
sis of sales by X and Y. Since Y is an un¬ 
controlled licensee of X. only its sales of 
chemical A are included for purposes of ap¬ 
portionment. (Alternatively, X could appor¬ 
tion Its research and development deduction 
on the basis of one of the gross income op¬ 
tional methods illustrated in examples (3) 
and (4).) The apportionment, on a sales ba¬ 
sis. for 1978 is as follows: 


TrnUi'irt tppvrtummruf ru flit hast* of sab s 


Kefk-Arvh mill d«'V 1 opine ut o\poi»se to hr appnr- 
Honed b< tvreen residual and statutory group* 

ings of emss income . .... $300,WO 

Less: 

Exclusive apportionment of research and de¬ 
velopment expense to the residual grouping of 
gross Income: 

$-jn0,W*>X4hpcl fin nun 

Research and development r\|>eiisc to he 
apportioned between residual and statutory 

groupings on the basis of sal**...,.-- 120. nno 

Apportionment of reasoreh and development 
twfx-nsc to lire residual grouping of gross In¬ 
come: • 


$120, IKMX 


So. non. onn 

Ml),000+ saoiuxio 


100,001 


Apportionment of re,aoaroh and d« velopmmit 
expense to the statutory grouping of gross 
Income: 


500,000 _ 

$130,000 X v fljjjj ooo+-$500,000)* 


10,000 


Total: Apportioned deduct ton for re- 

scareli and development—.... . 200.000 


Of which— 

Apportioned to the residual grouping 

.. 

Appnrl toned to the statutory grouping- 


109,091 
10,1KW 


Example (15)—Research and Develop¬ 
ment— (i) Facts. X, a domestic corporation, 
manufactures heating equipment. Heating 
equipment is within the product category, 
Fabricated metal products, except machinery 
and transportation equipment (SIC Major 
Group 34). X Incurs expense of $200,000 in 
1978 on a successful research project that 
results in the development of an energy sav¬ 
ing furnace. X also Incurs expense of $60,000 
on basic research which cannot be reasonably 


related to any product category. All of the 
research is performed in the United States. 
X has domestic sales of heating equipment 
of $500,000 in 1978 on which It earns gross 


Income of $200,000, but lias no sales of the 
new furnace since Its production Is deferred 
until 1979. In 1978, X transfers its new' fur¬ 
nace technology to uncontrolled foreign cor¬ 
poration Y, which manufactures and sells 
heating equipment in addition to other fab¬ 
ricated metal products tn a foreign country. 
X receives a lump-sum payment of $25,000 
for the sale of the technology. X has a 40 
percent ownership interest in Y. The heating 
equipment sales of Y for 1978 are unknown 
and cannot be reasonably estimated, but it 
is known that Y has no sales of the new 
furnace. X also has a wholly owned foreign 
subsidiary, Z, which operates hotels in the 
same foreign country in which Y operates. 
Hotels are in the product category. Other 
services (SIC Major Groups 70, 72. 73, 75. 76. 
78. 79. 80. 81. 82, 83, 84. 86. 88, and 89). X 
receives $100,000 in dividends from Z in 1978, 
and Z has receipts of $1,000,000. 

(li) Allocation. X’s research on heating 
equipment is definitely related to the prod¬ 
uct category. Fabricated metal products, ex¬ 
cept machinery and transportation equip¬ 
ment. and the deduction of $200,000 for re¬ 
search on heating equipment thus is allocable 
to all items of income related to that prod¬ 
uct category, domestic sales income and the 
lump sum technology transfer payment. 
X's basic research is related to all products 
and the deduction of $50,000 for basic re¬ 
search thus is allocable to all of X's Income. 

(ill) Apportionment. Since X uses the over¬ 
all method to compute the limit on its for¬ 
eign tax credit there Is one statutory group¬ 
ing, gross income from sources outside the 
United States, and one residual grouping, 
gross income from sources within the United 
States. Under the sales method, X can ex¬ 
clusively apportion 40 percent (in 1978) of Its 
deduction for research and development to 
the residual grouping since more than 50 
percent of its research activity was performed 
In the United States. The rest of the deduc¬ 
tion may be apportioned on the basis of sales. 
Since foreign corporation Y's sales of heating 
equipment are unknowm, they are estimated 
at 10 times the lump-sum payment of $25,- 
000 made by Y to X for the purchase of the 
new heating equipment technology, or $250.- 
000. (Alternatively, X may apportion its re¬ 
search expense under one of the optional 
gross Income methods.) The apportionment 
for 1978 is as follows: 


Tentative apportionment on the basis of sale 


Research and development exjN'nse on furnace 
to he apportioned between residual and statu¬ 
tory groupings of gross Income .$ 200,000 


Exclusive ap|w«rtionmcnt of research and di^- 
v«dopmenl expense on furnace to the residual 
grouping of gross Income: 

$200,000X10 pet.... 


SO. 000 


Research and development expense on 
furnace to W apportioned between residual 
and slututory groupings of gross Income on 

the basis of sales. l-^- 000 

Apportionment of n*search and development 
expense on furnace to the residual grouping 
of gross income: 

-1‘OQOOX -•SMO.OOO _ 80,000 

' ^ x ( $.s 00 , ( kkh-$230. 00 o)... , 

Apportionment of research and development 
exjrense on furnace to the statutory grouping 
of gross income: 

n-nnon* $26Q - 0QQ — . «>.<**> 

* ju.vuu A (^A00,000+-$2.)0,000). * 

Total: Apportioned deduction for re- 
senich and development on furnace. — ^**2 _ 

Basic reseurch expanse to 1 >e apportioned 
between residual and statutory groupings oi ^ ^ 
|ix>ss Income.—.-. 

Exclusive apportionment of baric research to 
the residual grouping of gross income: on (iqo 

soO.OOOX 10 pet. 


Basic research to be apportioned between 
residual and statutory groupings - 30,000 

income on t he basis of sales ..—- -- 
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Tentative apportionment on thr basis of 
sale —Con ti n ued 


Apjwrtlomncnt of basic research expense to 
ifie residual grouping of gross income: 


<30,000 X ($ 50o ( 00O+52flO,000+*1,000,000)*" 
Ap|x>rtionmont of basic research expense to 
the statutory' grouping of gross income: 

130 non v (f&O^O+tlW.OOO) 

^.uuu* ($5000(XH . $ 2 B o f0 oo+$ 1 ,000,000)““ 
Total: Apportfouod deduction for basic 
research —..:_ 


8,571 


21,429 
30.000 


Total: Apportioned deduction for re¬ 
search and development on 
furnace and basic research.. 250,000 


Of which— 


Apportioned to tho residual grouping 

.>s0.000+$}j0,000+$20,000+58,671)_„ 188,571 

Apportioned to the statutory grouping 

<<40,000+521,429).. 01,429 


Tentative apportionment on the basis of gross 
income 


Apportionment of research and developmental 
fc\j)on>c to tho residual grouping of gross income: 

i°50 000 X_ _ **»,000 

A ($200,000+$25,000+$100,000)- 

Apportionment of research and development 
raponso to the statutory grouping of gross 

income: 


$250,000 X 


($25,000+5100,000) 
($200,000+525,000+5100,000) 


$153,840 


90,151 


The apportionment to the statutory group¬ 
ing under the gross income method ($96,154) 
Is greater than 50 percent of the appor¬ 
tionment under the sales method ($30,714). 
Thus, X may apportion either the amount 
determined under the optional gross income 
method or the amount determined under 
the sales method to the statutory grouping. 
In either case. X’s apportionment to the 
statutory grouping exceeds its lump-sum re¬ 
ceipt for the sale of technology and must 
be partly applied against its dividends from 


Example (16)— Research and Develop¬ 
ment —(i) Facts . X, a domestic corporation, 
is a manufacturer of roller bearings for use 
in bicycles. Holler bearings are within the 
product category, Machinery, except elec¬ 
trical (SIC Major Group 35). In 1977, X per¬ 
forms research and development in the 
United States in an attempt to develop an 
improved roller bearing suitable for use in 
racing bicycles. X incurs expense of $50,000 
for this purpose and deducts this amount 
as a current expense. In 1977. X has domestic 
roller bearing sales of $500,000. X’s wholly 
owned subsidiaries, Y and Z, also manufac¬ 
ture and sell roller bearings in foreign coun¬ 
try Y and Puerto Rico, respectively, and can 
reasonably be expected to benefit from X’s 
research connected with Machinery, except 
electrical. Corporation Y performs certain 
preliminary manufacturing activity for cor¬ 
poration Z which, in turn, finishes the manu¬ 
facturing work on the roller bearings pur¬ 
chased from Y. In 1977, Y has total roller 
bearings sales of $500,000, $250,000 in coun- 
Y and $250,000 to corporation Z in Puerto 
Rico. Corporation Z has roller bearing sales 
°f 5400,000 in the same year. 


(U) Allocation . The research and develop¬ 
ment expenditures were incurred in connec¬ 
tion with the manufacture of roller bearings, 
thus, they are definitely related and alloca¬ 
te to the Income to which they give rise, 
income from the manufacture and 
one of roller bearings in the United States, 
country y, and Puerto Rico. 

(hi) Apportionment. For purposes of ap¬ 
plying the per-country limitation, the statu- 
fa*? 8 rou P ln 8® are gross income from manu¬ 
ka* ln country Y and Puerto Rico, and 
e residual grouping is gross income from 
™&oufacturlng within the United States. X’s 
auction m ust be apportioned between 
T °se three groupings. Because more than 60 
Percent of X’s research and development ac¬ 


tivity was performed In the United States, for 
purposes of apportionment on the basis of 
sales, 50 percent of that deduction Is appor¬ 
tioned exclusively (in 1977) to the residual 
grouping, gross income from within the 
United States. The remainder of the deduc¬ 
tion can be apportioned on the basis of sales 
of X, Y, and Z. In calculating the apportion¬ 
ment, however, the purchases of Z from cor¬ 
poration Y are subtracted from Z's sales. For 
purposes of apportionment, Z’s sales are 
$150,000 ($400,000 less $250,000). The appor¬ 
tionment for 1977 is as follows: 


Tentative apportionment on the bosis of safes 


Research and development expense to lie ap¬ 
portioned lietween residual and statutory 

groupings of gross income. 

Less: 

Exclusive apportionment of research and de¬ 
velopment expense to the residual grouping of 
gross income: 

$50,000X50 pet. 


550,000 

25.000 


Research and development expense to be ap¬ 
portioned between residual and statutory 
groupings of gross income on the basis of sales. 25,000 


Apportionment of research and development 
expense to the residual grouping of gross in¬ 
come: 

. ,0 ’ 870 

Apportionment of research and development 
expense to the statutory grouping, gross in¬ 
come from country Y: 


5-25,000X 


_ $500,000 _ 

(5500,000+5500,000+5150.000) 


10,870 


Api>ortionmcnt of research and development 
expense to the statutory grouping, gross in¬ 
come from Puerto Rico: 


525.000X 


($400,000—5250,000) _ 

($500,000+5500,000+$‘l50,000)- 


3,200 


Total: Apportioned deduction for research 
and development. 50,000 


Of which— 

Apixniioncd to the residual grouping ($25,000 

+$10370). - 35,870 

Apportioned to the statutory grouping to 

sources within country Y. 10,870 

Apportioned to the statutory grouping of 
sources wilhin Puerto Rico. 3,360 


(Alternatively, X could apportion its re¬ 
search and development expense using one 
of the optional gross income methods in 
accordance with paragraph (e)(3) (ill) of 
this section.) 

Example (17)—Stewardship Expenses 
( Consolidation) —(i) Facts X, a domestic 
corporation, wholly owns M, N. and O, also 
domestic corporations. X, M, N, and O file a 
consolidated income tax return. All the in¬ 
come of X and O is from sources within the 
United States, all of M’s Income is from 
sources within South America, and all of N’s 
income is from sources within Africa. X re¬ 
ceives no dividends from M, N, or O. During 
the taxable year, the consolidated group of 
corporations earned consolidated gross in¬ 
come of $560,000 and incurred total deduc¬ 
tions of $370,000 as follows: 



Gross Income 

Deductions 

Corporations: 

_ $100,000 

$50,000 


_ 250,000 

100,000 

N. 

150,000 

200,000 

O.. 

. * 50,000 

20,000 

Total_ 

550,000 

370.000 


Of the $50,000 of deductions incurred by X. 
$15,000 relates to X‘6 ownership of M; $10,000 
relates to X’s ownership of N; $5,000 relates 
to X’s ownership of O; and the entire $30,000 
constitute stewardship expenses. The re¬ 
mainder of X’s deductions ($20,000) relates 


to production of income from its plant in 
the United States. 

(ii) Allocation. In accordance with 
8 1.1602-4, each corporation must first com¬ 
pute its separate taxable income for purposes 
of computing the limitation on the foreign 
tax credit. X’s deductions of $50,000 are def¬ 
initely related and thus allocable to the 
types of gross Income to which they give 
rise, namely $25,000 wholly to income from 
sources outside the United States ($15,000 
for stewardship of M and $10,000 for steward¬ 
ship of N) and the remainder ($20,000) 
wholly to gross income from sources within 
the United States. Expenses incurred by M 
and N are entirely related and thus wholly al¬ 
locable to Income earned from sources with¬ 
out the United States and expenses incurred 
by O are entirely related and thus wholly 
allocable to income earned within the United 
States. Hence, no apportionment of expenses 
of X, M, N. or O is necessary. For purposes 
of applying the overall limitation, the statu¬ 
tory grouping is gross income from sources 
without the United States and the residual 
grouping Is gross income from sources with¬ 
in the United States. As a result of the al¬ 
location of deductions. X, M, and N have 
separate taxable income (losses) from sources 
without the United States in the amounts of 
($25,000), $150,000, and ($50,000), respec¬ 
tively, computed as follows: 


X M N 


Foreign gross income..„. $250,000 $150,000 

Less: Deductions allocable 
to foreigu gross income.. $25,000 100,000 200,000 

Total, taxable Income 

(loss) —. (25.000) 150,000 (50,000) 


Thus, in the combined computation of the 
overall limitation, the numerator of the lim¬ 
iting fraction (taxable income from sources 
outside the United States) is $75,000 ($150,- 
000 of separate taxable income of M leas $50.- 
000 of losses of N and less $26,000 of losses 
of X). 

Example (18)—Stewardship Expenses —(1) 
Facts. X, a domestic corporation, manufac¬ 
tures and sells pharmaceuticals in the United 
States. X’s domestic subsidiary S, and X’s 
foreign subsidiaries T, U. and V perforin 
similar functions in the United States and 
foreign countries T, U, and V, respectively. 
Each corporation derives substantial net in¬ 
come during the taxable year. X’s gross in¬ 
come for the taxable year consists of: 


Domestic sales income.. $32, (mi, 000 

Dividends from 8 (before dividends received 

deduction). 3,000,000 

Dividends from T.. 2,000, tMW 

Dividends from U. 1,000.000 

Dividends from V.. 

Royalties from T and U. 1,000,000 

Fees from U for services performed in the 
United States. 1,000,000 


Total gross income.. 40(000,000 

Among other deductions, X incurs the 
lollowiug: 

Expenses of subsidiary supervision 

department_*.. 1,500.000 

Charitable contributions. ion, 000 


X’s Subsidiary Supervision Department (the 
Department) Is responsible for the supervi¬ 
sion of its four subsidiaries and for render¬ 
ing certain services to the subsidiaries. The 
Department performs three principal types 
of activities. The first type consists of serv¬ 
ices for the direct benefit of U for which a 
fee is paid by U to X. The cost of the serv¬ 
ices for U is $1,000,000. The second type con¬ 
sists of stewardship activities which are in 
the nature of a management review and gen¬ 
erally duplicate functions performed by the 
subsidiaries’ own employees (and are, there¬ 
fore, of a type described in 9 1.482 2(b) (2) 
(ii) which would not be subject to an allo¬ 
cation under section 482). For example, a 
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team of auditors from X’s accounting de¬ 
partment periodically audits the subsidiaries* 
books and prepares internal reports for use 
by X*s management. Similarly, X’s treasurer 
periodically reviews for the board of directors 
of X the subsidiaries* financial policies. The 
cost of the duplicative services is $540,000. 
The third type of activity consists of pro¬ 
viding services which are ancillary to the li¬ 
cense agreements which X maintains with 
subsidiaries T and U. The cost of the an¬ 
cillary services is $60,000. 

(11) Allocation. The Department’s outlay 
of $1,000,000 is the basis for the charge to U 
for services rendered, and therefore $1,000,000 
is allocated to the fees paid by U. The re¬ 
maining $600,000 in the Department’s de¬ 
rations are definitely related to the types 
of gross Income to w r hlch they give rise, 
namely dividends from subsidiaries S. T, U 
and V and royalties from T and U. However. 
$60,000 of the $600,000 in deductions are 
found to be attributable to the ancillary 
services and are definitely related (and there¬ 
fore allocable) solely to royalties received 
from T and U. while the remaining $540,000 
in deductions are definitely related (and 
therefore allocable) to dividends received 
from all the subsidiaries. 

(ill) Apportionment. For purposes of ap¬ 
plying the overall limitation, the statutory 
grouping is gross income from sources out¬ 
side the United States and the residual 
grouping is gross income from sources within 
the United States. X’s deduction of $540,000 
for the Supervision Department expenses and 
related supportive expenses which is alloca¬ 
ble to dividends received from the subsidi¬ 
aries must be annortioned between the stat¬ 
utory and residual groupings before the 
overall limitation may be applied. In deter¬ 
mining an appropriate method for appor¬ 
tioning the $540,000. a basis other than X’s 
gross income must be used since the dividend 
payment policies of the subsidiaries bear no 
relationship either to the activities of the 
Department or to the amount of income 
earned by each subsidiary. This is evidenced 
by the fact that V paid no dividends during 
the year, whereas S. T. and U paid dividends 
of $1 million or more each. In the absence 
of facts that would indicate a material dis¬ 
tortion resulting from the use of such 
method, the stewardship expenses ($540,000) 
may be apportioned on the basis of the gross 
receipts of each subsidiary. 

Thi‘ gross receipts of the* subsidiaries were ns follows: 

' 1000.000 

t 3, noo. ooo 

t- moon 

V 1.500,000 


Total. .. .. .. 0.000.000 

Thus, the exoenBftS of the Department ore apportioned 
for purposes of the overall limitation as follows: 

Apportionment of stewardship expenses to the 
statutory grouping of gross Income: 


..rM.OOO.OOO-f $500,000+ $ 1.500.000) 

$5*0,000X $9,000,000 


MOO. 000 


Apportionment of supervisory expenses to the 
residual grouping of gross income 


$5U).000X 


,$4,000,000 

£ 000,060 


240.000 


Tot al: Apportioned stewardship ex|>ense $540,000 
(lv) Alternative methods of apportion- 
ment. Other methods of apportionment 
which could possibly be utilized with re¬ 
spect to the stewardship expenses include 
comparisons of time spent by the employees 
of the Subsidiary Supervision Department 
weighted to take Into account differences in 
amounts of compensation paid such employ¬ 
ees, comparisons of each subsidiary’s gross 
Income or unit sales volume, or comparisons 
of the costs incurred by each subsidiary, as¬ 
suming that stewardship activities are not 


substantially disproportionate to such fac¬ 
tors. 

(v) Allocation and apportionment of char¬ 
itable contributions. Pursuant to paragraph 
(e) (9) of this section, charitable contribu¬ 
tions are generally treated as deductions 
which are not definitely related to any gross 
income and are. accordingly, apportioned 
ratably on the basis of gross income for pur¬ 
poses of the overall limitation as follows: 

ApiKwtiomwmtofcharit able contribution? to tin* 
statutory grouping of gross income: 

$ 10,000 

ApiJortionmont of charitable contributions to 
the residual grouping of gross income: 


Total apportioned charitable contributions.. 100,000 


manager devotes approximately 10 percent 
of his time to foreign sales and 90 percent 
of his time to domestic sales. 

(li) Allocation. The expenses incurred bv 
X with respect to its worldwide activities are 
definitely related, and therefore allocable to 
X’s gross Income from both Its foreign and 
domestic markets. 

(iii) Apportionment. On the basis of the 
additional facts it is not acceptable to ap¬ 
portion the salaries of the president and the 
sales manager on the basis of gross receipts 
It is acceptable to apportion such salaries be¬ 
tween the statutory grouping (gross income 
from sources without the United States) and 
residual grouping (gross income from sources 
within the United States) on the basis of 
time devoted to each sales activity. Remain¬ 
ing expenses may still be apportioned on the 
basis of gross receipts. The apportionment 
is as follows: 


Example (19)—General and Administra¬ 
tive Expense —(i) Facts. X, a domestic cor¬ 
poration, purchases and sells products both 
in the United States and in foreign coun¬ 
tries. During the taxable year. X incurs the 
following expenses with respect to its world¬ 
wide activities: 

Personnel department expenses .-. $50,000 

Training deportment expenses . .. 35,000 

(1 eneral at id admiulst rat i ve expenses . 55,000 

President’s salary. .. 40.000 

Saie3 manager’s salary. -- 20,000 

Total-... 200,000 


X has domestic gross receipts from sales of 
$750,000 and foreign gross receipts from 
sales of $500,000 and has gross income from 
such sales in the same ratio, namely $300,000 
from domestic sources and $200,000 from for¬ 
eign sources. 

(U) Allocation. The above expenses are 
definitely related and allocable to all of X’s 
gross income derived from both domestic 
and foreign markets. 

(iii) Apportionment . For purposes of ap¬ 
plying the overall limitation, the statutory 
grouping Is gross income from sources out¬ 
side the United States and the residual 
grouping is gross income from sources 
within the United States. X’s deductions for 
its worldwide sales activities must be ap¬ 
portioned between these groupings. The 
president and sales manager do not main¬ 
tain time records. The division of their time 
between domestic and foreign activities 
varies from day to day and cannot be esti¬ 
mated on an annual basis with any reason¬ 
able degree of accuracy. Similarly, there are 
no facts which would justify a method of 
apportionment of their salaries or of one of 
the other listed deductions based on more 
specific factors than gross receipts or gross 
income. An acceptable method of apportion¬ 
ment would be on the basis of gross receipts. 
The apportionment of the $200,000 deduction 
is as follows: 

Apportionment of thi* $200,000 expense to the 
statutory grouping of gross Income: 


$200.000X (r>(X) oodV$750 000) 


$S0,000 


Apportionment of the $200,000 expense to the 
residual grouping of gross ineome: 


i200.000X 


$750,000 

($.50a6d0-i-$750.000> 


120.000 


Tolu! apportioned general and administra¬ 
tive expense. 200,000 


Example (20)—General and Administra¬ 
tive Expense —(1) Facts. Assume the same 
facts as above except that X’s president de¬ 
votes only 5 percent of his time to the for¬ 
eign operations and 95 percent of his time 
to the domestic operations and that X’s sales 


Apportionment of the $200,000 excuse to the 
statutory grouping of gross income: 

President’8 salary: $40,000X5 pot . 

Sales manager’s salary: $20,000X10 pet_ 

Remaining expenses: 

$500,000 

$1 io.ooox ( 5 0 o;ooaf$75 0 , 0 d 0 j. 

Subtotal: Apportionment of expense to 
statutory grouping ... 


$ 2,000 

2,000 

50,000 

00,000 


Apportionment of the $200,000 expenso to the 


residual grouping of gross income: 

President’s salary: $40,000X95 pet.. 38.000 

Sales manager’s salary: $20,000X90 pet . 18,000 

Remaining expenses: 

$140,000X ($5(Wf0 o(H4750j300).. ’ 

Subtotal: Apportionment of expense to 

residual group!ug..-. 140,000 

Total: Apportioned general and adminis¬ 
trative expenso..—.. 200, ooju 


Example (21)—General and Administra¬ 
tive Expense— (i) Facts. X. a foreign corpora¬ 
tion doing business in the United States, 
is a manufacturer of metal stamping 
machines. X maufactures and sells these 
machines in the United States and in foreign 
countries A and B and has a separate manu¬ 
facturing facility in each country. Sales of 
these machines are X’s only source of income. 
In 1977, X Incurs general and administrative 
expenses related to both its U.S. and foreign 
operations of $100,000. It has machine sales 
of $500,000, $1,000,000 and $1,000,000 on 
which it earns gross income of $200,000. 
$400,000 and $400,000 in the United States, 
country A, and country B, respectively. The 
income from the manufacture and sale of the 
machines in countries A and B is not effec¬ 
tively connected with X’s business in the 
United States. 

(ii) Allocation. The $100,000 of general and 
administrative expense is definitely related 
to the income to which it gives rise, namely 
a part of the gross income from sates o. 
machines in the United States, in country A 
and in country B. The expenses are allocable 
to this class of income, even though as 
gross income from sources outside the United 
States is excluded Income since it is not effec¬ 
tively connected with a U.S. trade or busi¬ 
ness. 

(ill) Apportionment. Since X is a foreign 
corporation, the statutory grouping is gross 
income effectively connected with X’s trade 
of business in the United States, na inel ' 
gross income from sources within the Unite 
States, and the residual grouping la 
Income not effectively connected with a tra 
or business in the United States, nftBW 
gross income from countries A and B. Sin 
there are no facts which xvould require 
method of apportionment other than on 
basis of sales or gross Income, the 
may be apportioned between the two gro P~ 
ings on the basis of amounts of gross mco 
as follows: 
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Apportionment of general atul administrative 
, iM-nse to the statutory grouping, gross income 
from .sources within the United States: 


Apportionment of general and administrative 
expense to the statutory grouping, gross income 
from exports of kitchenware: 


/ $200,000 _ 

>100,000 x (^200.000+^100.000+ «00,000)' 


>200.000 $125,000 x 


$1,700,000 


(Sl.TOO.OOO-i-SriOO.OOO+^isOO.OtK)) 


$62,500 


Apportionment of general and' administrative 
cLiienso to the residual grouping. gross income 
fpiia sontcca without the United States: 


MOO.OOOX 


($ 100 , 000 +^ 00 . 000 ) 

P>mooo+$4od.ooo+> too,ooo) 


8a ooo 


Total apportioned general ami administra¬ 
tive expense--- 100,000 

Example (22) — Domestic International 
Sale* Corporations — (1) Facts. X, a domestic 
corporation, manufactures a line of kitchen¬ 
ware and sells it to retailers In the United 
States, France, and the United Kingdom. 
Aft^r the Domestic International Sales Cor¬ 
poration (DISC) legislation was passed in 
1971. X established, as of January 1. 1072, 
n DISC and thereafter did all of its foreign 
marketing through sales by the DISC. In 1977 
the DISC has total sales <5f $7,700,000 for 
which X’s cost of goods sold Is $6,000,000. 
Thus, the gross income attributable to ex¬ 
ports through the DISC is $1,700,000 ($7,700,- 
000 $6,000,000). Moreover, X has U.S. do¬ 
mestic sales of kitchenware of $12,000,000 on 
which It earned gross incsome of $900,000, 
and X receives royalty income from the for¬ 
eign license of its kitchenware technology in 
the amount of $800,000. The DISC’S expenses 
attributable to the resale of export property 
are $400,000 of which $300,000 qualify as ex¬ 
port promotion expenses. X also incurs $125,- 
000 of general and administrative expenses 
In connection with Its domestic and foreign 
sale activities, and its foreign licensing ac¬ 
tivities. X and the DISC determine transfer 
prices charged on the basis of a single prod¬ 
uct grouping and the “50-50” combined tax¬ 
able lucome method (without marginal cost¬ 
ing) which permits the DISC to have a tax¬ 
able income equal to 50 percent of the com¬ 
bined taxable Income attributable to the 
production and sales of the export prop¬ 
erty. plus 10 percent of the DISC’S export 
promotion expenses. 

(ii) Allocation . For purposes of determin¬ 
ing combined taxable income of X and the 
DISC from export sales, general and admin¬ 
istrative expenses of $125,000 must be al¬ 
located to and apportioned between gross 
Income resulting from the production and 
Bale of kitchenware for export, and from the 
production and sale of kitchenware for the 
domestic market. The deduction of $400,000 
lor expenses attributable to the resale of 
export property is allocated solely to gross 
Income from the production and sale of 
Kitchenware In foreign markets. 

(ill) Apportionment. Apportionment of ex¬ 
pense takes place In two stages. In the first 
stage, for computing combined taxable In¬ 
come from the production and sale of export 
property, the general and administrative ex¬ 
pense should be apportioned between the 
statutory grouping of gross Income from the 
export of kitchenware and the residual 
grouping of gross income from domestic 
sales and foreign licenses. In the second 
stage, since the limitation on the foreign 
tax credit requires the use of a separate 
unitatioft with respect to dividends from a 
Y c (section 004(d)), the general and ad¬ 
ministrative expense should be apportioned 
between two statutory groupings, DISC 
Dividends and foreign royalty Income (for 
ich the overall limitation is used), and 
, res *dual grouping of gross Income from 
^ics within the United States. 

flrsl sta 8 e * ln the absence of more 
peeme or contrary information, the genera* 
na administrative expense may be appor- 
, on basis of gross Income in the 
pective groupings, as follows: 


Apportionment of general and administrative 
expense to the residual grouping, gross income 
from domestic sales of kitchenware and foreign 
royalty income from licensing kitchenware 
technology: 


$125,000 X 


i $1)00,000+$800,000) 

<$! ,700,000+$y00,(xx) 4 $800,000) 


62,500 


Total apportionment of general uml admin¬ 
istrative expense__ 125.000 

On the basis of this apportionment, the com¬ 
bined taxable income, and the DISC portion 
of taxable income may be calculated as 
follows: 


Gross Income from exports. $ 1, TOO, 000 

Less: 

DISC expense for resale of export 

property..$100,000 

Apportioned general and admin¬ 
istrative expense. 02,500 


462,500 


Combined taxable Income from 
production and export of 
kitchenware. 


1,287,500 


DISC income: 

50 pet of combined taxable 

Income. 618,750 

10 pet of export promotion 
expense of $300,000. 30,000 


Total DISC income.. 648,750 

DISC income as a ixuvcntage of 

combined taxable income.. 52.4 


In the second stage, ln the absence of more 
specific or contrary information, the general 
and administrative expense may also be ap¬ 
portioned on the basis of gross Income in the 
respective groupings. Since DISC taxable in¬ 
come is 52.4 percent of combined taxable in¬ 
come. DISC gross Income is treated as 52.4 
percent of the gross income from exports, 
$1,700,000. The apportionment follows: 

Apportionment of genera] and administrative, 
expense to the statutory grouping, DI8C 
dividends: 


$125,OOOX 


_(0.524X61 ,700,000 ) 

(♦l.TOO.OO+^OOO.OO+^OO.OOO) ^*" W 


Apportionment of general and administrative 
expense to the statutory grouping, foreign 
royalty Income: 


$12S,000X 


$800,000 _ 

($l,760,000+“$Wd,000+5800,000)‘ 


20,412 


Apportionment of general and administrative 
expense to the residual grouping, gross 
incomo from sources within the United 
States: 


$125,000 X 


(rm00(H- (0.476X$l.700.000)) 
($i,700.o66+$ooo, obo - Hwb,ooby 


62,838 


Total apportioned general and administrative 
expense_ __ i _125,000 

Example (23)—Domestic International 
Sales Corporations —(1) Facts. The facta are 
the same as ln example (22), except that X 
also performs research, entirely within the 
United States, on the kitchenware it manu¬ 
factures. In 1977, X incurs research expense 
of $100,000. Of this amount, $10,000 Is in¬ 
curred to meet product safety standards im¬ 
posed by the U.8. Government. Similar safety 
standards are imposed by the countries to 
which X’s DISC sells exports, and X’s re¬ 
search is aceptable for purposes of meeting 
the standards of those countries. However, 
the safety research is not relevant for X’s 
foreign licensees. X is able to establish, on 
the basis of Its facts and circumstances (see 
example (10)) that an exclusive apportion¬ 
ment of $65,000 of its research and develop¬ 
ment expense to gross income from sources 
within the United States is appropriate. X 
does not know, and a reasonable estimate 


cannot be made, of the sales of licensed 
products by its foreign licensees. The sales of 
the foreign licensees are therefore estimated 
at ten times the amount of royalty income of 
$800,000, or $8,000,000. 

(ii) Allocation. The kitchenware manu¬ 
factured by X is In the broadly defined 
product category. Fabricated metal products, 
except machinery and transportation 
equipment (SIC Major Group 34). X'a de¬ 
duction for safety research is allocable solely 
to groupings of gross Income within the 
United States, namely gross Income from 
export sales (through the DISC) and gross 
income from domestic sales. The remainder 
of X’s deductions for Its research expense 
are definitely related and therefore allocable 
to all items of income attributable to this 
product category, domestic and foreign sales 
income, and foreign licensing income. For 
purposes of determining the combined tax¬ 
able income of X and its DISC, X and the 
DISC are treated as a single taxpayer en¬ 
gaged in the production and sale of fabri¬ 
cated metal products. The DISC is not, for 
this purpose, treated as a separate taxpayer 
engaged In wholesale trade (SIC Major 
Groups 50 and 51). 

(iii) Apportionment. X’s deduotion for 
safety research ($10,000) must be appor¬ 
tioned between the statutory grouping of 
gross income from exports and the residual 
grouping of gross income from sales within 
the United States. The deduction for safety 
research may be apportioned either on the 
basis of sales (paragraph (e)(3)(H) of this 
section) or on the basis of one of the optional 
gross income methods (paragraph (e) (3) (iii) 
of this section). X apportions this deduction 
on the basis of sales. For this purpose an 
exclusive apportionment is not available, 
since gross Income from exports through a 
DISC and gross income from sales within 
the United States are both within the same 
geographic source. United States income (see 
paragraph (e) (3) (ii) (A) of this section). 
The remainder of X’s research expense ($90,- 
000) must be apportioned ln two stages. In 
the first stage, for combined taxable income 
purposes, this amount must be apportioned 
between the statutory grouping of gross in¬ 
come from exports and other gross Income. In 
the second stage, the remainder of X’s re¬ 
search expense must be apportioned, for 
foreign tax credit purposes, between two 
statutory groupings. DISC dividends and 
foreign royalty income, respectively, and the 
residual grouping of gross income from sales 
within the United States. On the basis of 
X’s facts and circumstances, $65,000 is appor¬ 
tioned exclusively to sources within the 
United States, namely gross income from 
exports through a DISC and gross Income 
from sales within the United States. The re¬ 
maining $25,000 of research expense is appor¬ 
tioned between the groupings of gross income 
on the basis of sales. (Alternatively, if X had 
apportioned the $10,000 for safety research 
on the basis of gross Income, Its remaining 
deduction of $90,000 for research expense 
could be apportioned, both in the first and 
second stage, using one of the optional gross 
Income methods, which are not illustrated 
in this example (see Instead examples (3) 
and (4).) 

Tentative apportionment on the basis of sales 

Research and development espouse to be al¬ 
located and apportioned between residual 
and statutory groupings of gross income.... $100,000 
Research and development expense for safety 

purposes allocated solely to Income from 

sources within the United States: 

Apportionment of safety research to the 
residual grouping, gross income from 
domestic sales: 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 0, 1976 


































19178 


PROPOSED RULES 


Tentative apportionment on the basis of 
sales —Continued 

$io,ofuX ($l2(0 oo;oo(^JOO.OW) '• fl,(m 

Apportionment of safnty research |.o the 
statutory grouping, gross Income from 
exports: 

tiotioo^ *7.700,000 m 

$1«,OOOX ($12( ooo i OOO-f-$ 7 , 700 , 000 ^ * * 


Total apiK>rtionod safety research. 10.000 

Remaining research and development 
espen.se to bo apportioned between 
the residual and statutory groupings 

of gross Income.... 90,000 

;w»rtionment of remaining resoorch to the 
residual grouping, gross income from do¬ 


mestic sales and foreign royalties; 


$<>0,000X7 


($ 12 , 000 , 000 + $ 8 , 000 , 000 ) 


($ 12,n00,(XK>+$8,000,000+$7,700,000) 

Apportionment of mnainlng research to the 
statutory grouping, gross income from 
exports; 

<<,0 OOOV-_*7.70(K000_ 

‘ ** ($12,000,000+$8.0<»,0(X)+$7,700,000) 


Total: Allocated and apportioned deduc¬ 
tion for research and development for 
combined taxable Income purposes. 


64,982 

25,018 

100,000 


Of which— 

Apportioned to the residual grouping, gross 
Income from domestic sales and foreign 

royalties ($0,091+$64.082). 71,073 

Apix>rtloned to the statutory grouping, 
gross Income from exports ($3,tM»+$25.018) 28,927 


On the basis of this apportionment, the com¬ 
bined taxable Income and the DISC portion 
of taxable income may be calculated as 
follows: 


Gross income from exports.. .... $1,700,000 

Less: 

DISC expense for resale of export 

property.- $400,000 

Apiwrtioni'd general and ad¬ 
ministrative expense (from ex¬ 
ample (22)). 62,500 

A pport 1 oned safet y research. 3,909 

Apportioned remaining research. 25.018 

- 491,427 


Combined taxable income from 
production and cx|x>rt of 
kitchenware .... .. 1,208.573 


DISC income: 

50 |ict of combined taxable income. 604,287 

10 iv.t of export jiromotion expense of 
*300,000.... 30,000 


Total, DISC income.. 634,287 


In the second stage, the remainder of X's 
research expense ($90,000) must be appor¬ 
tioned, for foreign tax credit purposes, 
between two statutory groupings. DISC divi¬ 
dends and foreign royalty Income, respec¬ 
tively. and the residual grouping of gross 
Income from sales within the United States. 


Remaining research and development expense 
to be npjmrtioncd between (he residual and 

statutory groupings of gross income.$90,000 

Less 1 

Exclusive apportionment of remaining re¬ 
search and development expense to residual 
grouping, gross Income from domestic sales 
(based on X’s facts and circumstances).. 65,000 


Remaining research un.i development ex¬ 
pense to be apiwrltoned between the residual 
and statutory k rollings on the ba^is of sales... 
Apportionment, of research and development 
expense to the residual grouping of gross in¬ 
come from domestic sales: 

*** ((12.000,0WH-l7 l 7a0,(X»f18.000,000) 

Apportionment of research and development 
exjiease to tlie statutory grouping of DISC 
dividends: 

*25 ooo*__ 

* * * ($12,000,u(ki+$7.700.inxm ^ OOPyBS 

Apportionment of research and development 
expense to the statutory grouping of foreign 
royalty income: 

«, ooov_ *, 000,000 ._ 

• ($12,000.000+$7,700,(KX>+$8,000,000) 

Total: Allocated and apportioned deduc¬ 
tion for research and development 
for foreign tax credit purposes_ 100.000 


25.000 

10,830 

6,'.>50 

7.220 


Of which— 

Apiwtioned to tile residual grouping ($6,091+- 

$65,000+$10,830). 81,921 

Apportioned to the statutory grouping of gross 

income from exports ($3,909+$6.950)... 10,859 

Apportioned to the statutory grouping of for- 
elgu royally Income. 7,220 


Example (24) — Exempt, excluded, or elim¬ 
inated income —(l) Facts. X, a domestic cor¬ 
poration, carries on a trade or business in the 
United States. In addition, X owns tax ex¬ 
empt municipal bonds, and all the shares of 
C. a Canadian corporation with which it files 
a consolidated return under the provisions of 
section 1504(d). X has gross income from 
domestic sources of $2,400,000 and tax exempt 
interest of $100,000. X receives dividends from 
C of $3,700,000 and Interest from C of $50,000. 
X’s dividends from C are eliminated Income 
by virtue of the filing of the consolidated 
return. The deductible portion of X’s interest 
expense is $500,000 (in addition X has inter¬ 
est expense relating to its tax exempt bonds 
which is not deductible under section 265) 
and X hAs stewardship expense relating to 
its ownership of C of $100,000. X and C use 
the overall limitation for purposes of com¬ 
puting the foreign tax credit. 

(ii) Allocation. No portion of X’s Interest 
deduction is definitely related solely to spe¬ 
cific property within the meaning of para¬ 
graph (e)(2)(iv) of this section. Thus, X’s 
deduction for interest is related to all its 
income producing activities and properties. 
X’s stewardship expense Is related solely to 
its ownership of C and Is therefore allocated 
to the statutory grouping of foreign source 
income, namely dividends and interest from 
C. 

(iii) Apportionment. X apportions its in¬ 
terest expense using the optional gross im- 
come method prescribed In paragraph 
(e) (2) (vl) (A) of this section. For this pur¬ 
pose. tax exempt and eliminated income is 
Included in gross income. X would therefor© 
apportion its interest deduction between the 
statutory grouping of foreign source income 
and the residual grouping as follows: 

To gross income from sources within tho United 
States (residual grouping); 

$500.000X 

($2,400,000+$ 100,000) 

($2,400.000+$100.000-1-$3,700 000-f $-'i0,0001 - $200,000 
To gross income from sources without the 
United States (statutory grouping): 

$500.000X 

($ 3,700,000+ 150,000) _ 

($2.400,000+$100,000-|-I3.706,000+350,000)300,000 


Total apportioned interest expense___ 500,000 

As a result of the rdlocatlou of stewardship expense and 
tlie ap{>ortioimiciit of interest expense, X’s taxable 
foreign source Income is calculated as follows: 

Gross income from foreign sources.. 3,750,000 

Less: dividends received deduction. 3,700,000 

Less: allocation of stewardship expense. 100,000 

Less: apportionment of interest expense_ 300,000 


Taxable foreign source income (loss)- 350,000 


The amount of interest expense appor¬ 
tioned to tax exempt Income for purposes of 
deductibility Is determined not under section 
861 but under section 265. 

Paragraph 2. Section 1.863-3 is amended by 
revising example (2) (1) of paragraph (b)(2), 
example (2) (i) of paragraph (c) (3), and ex¬ 
ample (1) (i) of paragraph (c) (4) to read as 
follows: 

§ 1.863—3 Income from llio sale of per¬ 
sonal properly derived partly from 
within and partly from without the 
United Suites. 

(b) Income jyartly from sources within a 
foreign country . • • • 

(2) Allocation or apportionment. • • • 

Example (2). (i) Where an independent 
factory or production price has not been es¬ 
tablished as provided under example (1). the 
taxable income shall first be computed by 
deducting from the gross income derived 


from the sale of personal property produced 
(in whole or in part) by the taxpayer within 
the United States and sold within a foreign 
country or produced (in whole or in parti 
by the taxpayer within a foreign country and 
sold within the United States, the expense,, 
losses, or other deductions properly allocated 
and apportioned thereto in accordance with 
the rules set forth In § 1.861-8. 

• • • * • 

(c) Income partly from sources within a 
possession of the United States. * • * 

(3) Personal property produced and sold. 
• • • 

Example (2). (i) Where an independent 
factory or production price has not been 
established as provided under example (1). 
the taxable Income shall first be computed 
by deducting from the gross income derived 
from the sale of personal property produced 
(in whole or in part) by the taxpayer within 
the United States and sold within a posses¬ 
sion of the United States, or produced (in 
whole or in part) by the taxpayer within a 
possession of the United States and sold 
within the United States, the expenses, 
losses, or other deductions properly allocated 
and apportioned thereto in accordance with 
tho rules set forth in $ 1.861-8. 

• * * * • 

(4) Personal property purchased and 
sold. • * • 

Example (1). (1) The taxable Income shall 
first be computed by deducting from such 
gross Income the expenses, losses, or other 
deductions properly allocated or apportioned 
thereto in accordance with the rules set 
forth In $ 1.861-8. 

* • • • * 

Paragraph 3. Section 1.905-2(a) (2) is 
amended by adding a sentence at the end 
thereof to read as follows: 

§ 1.905-2 Conditions of allowance of 
credit. 

(a) Forms and information. ' * * 

(2) * * * If the taxpayer upon request 
fails without justification to furnish any 
such additional information which is 
significant, including any significant in¬ 
formation which he is requested to fur¬ 
nish pursuant to § 1.861-8(0 (5) as pro¬ 
posed in the Federal Register for No¬ 
vember 8,1976, the District Director may 
disallow the claim of the taxpayer to the 
benefits of the foreign tax credit. 

• * * * * 

1FR Doc.76-32822 Filed 11-4-76; 10:04 am] 


[26 CFR Part 301] 

UNPAID TAXES SHOWN ON AMENDED 
RETURNS 

Proposed Rule Making 
Notice is hereby given that the regu¬ 
lations set forth in tentative form below 
are proposed to be prescribed by the 
Commissioner of Internal Revenue, with 
the approval of the Secretary of tlie 
Treasury or his delegate. Prior to the 
final adoption of such regulations, con¬ 
sideration will be given to any comments 
pertaining thereto which are submitted 
in writing (preferably six copies) to the 
Commissioner of Internal Revenue, At¬ 
tention: CC:LR:T, Washington. D.C. 
20224, by December 30. 1976. Pursuant to 
26 CFR 601.601(b), designations of ma- 
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terial as confidential or not to be dis¬ 
closed, contained in such comments, will 
not be accepted. Thus, persons submit¬ 
ting written comments should not in¬ 
clude therein material that they consider 
to be confidential or inappropriate for 
disclosure to the public. It will be pre¬ 
sumed by the Internal Revenue Service 
that every written comment submitted to 
it in response to this notice of proposed 
rule making is intended by the person 
submitting it to be subject in its entirety 
to public inspection and copying in ac¬ 
cordance with the procedures of 26 CFR 
601.702(d)(9). Any person submitting 
written comments who desires an oppor¬ 
tunity to comment orally at a public 
hearing on these proposed regulations 
should submit a request, in writing, to 
the Commissioner by December 30, 1976. 
In such case, a public hearing will be 
hHd, and notice of the time, place, and 
da f e will be published in a subsequent 
Issue of the Federal Register, unless the 
person or persons who have requested a 
hen ring withdraw their requests for a 
hearing before notice of the hearing has 
been filed with the Office of the Federal 
Renter. The proposed regulations are 
to be issued under the authority con¬ 
tained in section 7805 of the Internal 
Revenue Code of 1954 (68A Stat. 917; 26 
U.S.C. 7805). 

Donald C. Alexander, 

Commissioner of 
Internal Revenue . 

Charles M. Walker, 
Assistant Secretary of the Treasury. 

Preamble 

Tliis document contains proposed 
amendments to the Regulations on Pro¬ 
cedure and Administration (26 CFR Part 
301) in order to provide that unpaid ad¬ 
ditional taxes shown on amended returns 
shnll generally not be treated as defi¬ 
ciencies. Such amounts shall be treated, 
for purposes of assessment and collec¬ 
tions, as amounts shown by the taxpayer 
on the return. 

Proposed Amendments to the 
Regulations 

Based on the foregoing, the Regula¬ 
tions on Procedure and Administration 
(26 CFR Part 301) are amended as 

follows: 

Paragraph 1. Paragraph (a) of 8 301.- 
6211-1 is amended by deleting the last 
sentence thereof and by inserting im¬ 
mediately before the end thereof the fol¬ 
lowing: 

§ ^01.621 l —I Defirieney defined. 

< a > * * * Any amount shown as ad¬ 
ditional tax on an "amended return'’, 
so-called (other than amounts of addi¬ 
tional tax which such return clearly in- 
cncates the taxpayer is protesting rather 
than admitting) filed after the due date 
oi the return, shall be treated as an 
amount shown by the taxpayer "upon 
jns return" for purposes of computing 
the amount of a deficiency. 

• • • • • 

Par. 2 Paragraph <c) (1) of « 301.6653- 
1 Is tended to read as follows: 


§ 301.6653-1 Failure to pay tax. 

• • • • * 

(c) Definition of underpayment —(1) 
Income, estate, and gift taxes. In the 
case of income, estate, and gift taxes, an 
underpayment for purposes of section 
6653 and this section is: 

(1) The total amount of all deficiencies 
as defined in section 6211, if a return 
was filed on or before the last date (de¬ 
termined with regard to any extension 
of time) prescribed for filing such return, 
or 

(ii) The amount of the tax imposed 
by subtitle A or B, as the case may be, 
if a return was not filed on or before the 
last date (determined with regard to any 
extension of time) prescribed for filing 
such return. 

However, for purposes of paragraph (c) 
(1) (i) of this section, any amount of 
additional tax showm on an amended re¬ 
turn, so-called, filed after the due date 
of the return is a deficiency. 

* * * * • 

(PR Doc.76-32788 Piled ll-5-76;8:45 ami 


COMMUNITY SERVICES 
ADMINISTRATION 

[45 CFR Part 1061] 

COMMUNITY FOOD AND NUTRITION 
PROGRAM 

Outline of Program Purposes, Conditions 
and Funding Policies 

From 1967 to 1975 under subsection 
222(a) (5) of the Economic Opportunity 
Act of 1964 as amended, the Office of 
Economic Opportunity, predecessor 
agency to the Community Services Ad¬ 
ministration funded grantees to conduct 
Emergency Food and Medical Services 
projects. During this period the agency 
issued funding guidelines, program mem¬ 
oranda and field guidance that served as 
the programmatic framework for this 
program. 

The technical amendments to the 
Community Services Act of 1974, enacted 
into law on July 6, 1976 amended sub¬ 
section 222(a) (6) by renaming the Em¬ 
ergency Food and Medical Services Pro¬ 
gram the Community Food and Nutrition 
Program (CFNP) and eliminating the 
provision of medical services. The Direc¬ 
tor of the Community Services Adminis¬ 
tration, successor agency to the Office of 
Economic Opportunity now proposes to 
establish the rules, regulations and grant 
.application procedures set forth below 
relative to the Community Food and 
Nutrition Program authorized under sub¬ 
section 222(a) (5) of the Community 
Services Act of 1974 as amended. 

Interested persons are invited to sub¬ 
mit comments on this proposed rule on 
or before December 8, 1976. Please sub¬ 
mit comments to Phyllis Komov, Com¬ 
munity Services Administration, 1200 
19th Street. NW, Washington, D.C. 20506 
(Room 314). 

This proposed rule outlines the pur¬ 
poses of the program, conditions of the 
program, funding policies, projects elig¬ 
ible for funding, application submission 


offices and required application docu¬ 
ments. 


Aothority. The provisions of this subpart 
issued under sec. 602, 78 Stat. 530; 42 U.S.C. 
2042. 

Robert C. Chase, 
Acting Director . 


45 CFR Chapter X Is proposed to be 
amended by adding a new subpart in 
part 1061 reading as folows: 


Sec. 

1061.40- 1 

1061.40- 2 

1061.40- 3 

1061.40- 4 
1061. 40-6 

1061.40- 6 

1061.40- 7 

1061.40- 8 

1061.40- 9 

1061.40- 10 

1061.40- 11 

1061.40- 12 

1061.40- 13 

1061.40- 14 


Applicability. 

Definitions. 

Background. 

Purpose. 

Introduction. 

Policy. 

Eligible grantees or applicants. 
Eligible participants. 

Priority categories of beneficia¬ 
ries. 

Eligible activities. 

Funding. 

Application process. 

Reporting requirements. 
Additional requirements. 


§ 1061.10—1 Applicability. 

This subpart is applicable to grantees 
funded under Section 222(a) (5) of the 
Community Services Act of 1974, as 
amended, if the assistance is adminis¬ 
tered by the Community Services Admin¬ 
istration. 


§ 1061.40—2 Definitions. 

(a) Program. —The provision of fed¬ 
eral funds and administrative direction 
to accomplish a prescribed set of objec¬ 
tives through the conduct of specific 
activities. Examples: CSA’s Community 
Food and Nutrition Program. 

(b) Project —The implementation lev¬ 
el of a program where resources are used 
to produce an end product that directly 
contributes to the objectives of the pro¬ 
gram. Example: The community garden 
project of the CAA in Philadelphia, 
Pennsylvania. 

§ 1061.40—3 lt;irk” round. 

(a) From 1967 to 1975 the Office of 
Economic Opportunity funded grantees 
to conduct Emergency Food and Medical 
Services Projects. During this period the 
agency issued funding guidelines, pro¬ 
gram memoranda and field guidances 
that served as the programmatic frame¬ 
work for this program. 

(b) The technical amendments to the 
Community Services Act of 1974, enacted 
into law on July 6, 1976, amended sub¬ 
section 222(a) (5) by renaming the Emer¬ 
gency Food and Medical Services Pro¬ 
gram the Community Food and Nutrition 
Program (CFNP) and eliminating the 
provision of medical services. 

§ 1061.40—t Purpose. 

This subpart sets forth Community 
Services Administration (CSA) policy for 
the Community Food and Nutrition Pro¬ 
gram (CFNP). It discusses the purposes 
of the program, funding policies, activ¬ 
ities eligible for funding, offices to which 
applications will be submitted, and re¬ 
quired application documents. 
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§ 1061.40—i> Introduction. 

(a) Section 201(a) of the Community 
Services Act of 1974 describes the pur¬ 
pose of Title n of tiie Act. under which 
CFNP grants are authorized. It sites: 

Its specific purposes are to promote, as 
methods of achieving a better focusing of 
resources on the goal of individual and fam¬ 
ily self-sufficiency: 

(1) The strengthening of community ca¬ 
pabilities for planning and coordinating Fed¬ 
eral. State and other assistance related to the 
elimination of poverty, so that this assist¬ 
ance, through the efforts of local officials, 
organizations, and Interested and afTected 
citizens, can bo made more responsive to 
local needs and conditions; 

(2) The better organization of a range of 
services related to the needs of the poor, so 
that these services may be made more effec¬ 
tive and efficient in helping families and in¬ 
dividuals to overcome particular problems in 
a way that takes account of, and supports 
their progress In overcoming related prob¬ 
lems; 

(3) The greater use. subject to adequate 
evaluation, of new types of services and In¬ 
novative approaches in attacking causes of 
poverty, so as to develop increasingly effective 
methods of employing available resources; 

(4) The development and implementation 
of all programs and projects designed to serve 
the poor or low-Income areas with the maxi¬ 
mum feasible participation of residents of the 
areas and members of the groups served, so 
as to best stimulate and take full advantage 
of capabilities for self advancement and as¬ 
sure that those programs and projects are 
otherwise meaningful to and widely utilized 
by their intended beneficiaries; and 

(5) The broadening of the resource base 
of programs directed to the elimination of 
poverty, so as to secure. In addition to the 
services and assistance of public officials, pri¬ 
vate religious, charitable, and neighborhood 
organizations, and individual citizens, a more 
active role for business, labor, and profes¬ 
sional groups able to provide employment 
opportunities or otherwise influence the 
quantity and quality of services of concern 
to the poor. 

(b) In addition section 222(a) (5) au¬ 
thorizes : 

A program to be known as Community 
Food and Nutrition designed to provide, on 
an emergency basis, directly or by delegation 
of authority pursuant to the provisions of 
Title VI of this Act, financial assistance for 
the provision of such supplies and services, 
nutritional food stuffs, and related services 
as may be necessary to counteract conditions 
of starvation or malnutrition among the 
poor, 

§ 1061.40-6 Policy. 

(a) The Community Food and Nutri¬ 
tion Program is intended to reduce the 
incidence of hunger and malnutrition 
among the poor and to improve their nu¬ 
tritional status. Its programmatic ac¬ 
tivities are designed to monitor and im¬ 
prove the operations of existing feeding 
programs: develop self-help and alterna¬ 
tive food production and distribution 
methods: and, provide direct feeding 
support. CSA’s focus is on assisting in 
linking the most needy poor with oppor¬ 
tunities provided by food and nutrition 
programs, not to create duplicative or 
competing services, CSA believes that the 
best method to achieve this end is to fa¬ 
cilitate necessary changes which will im¬ 


prove or will achieve fuller utilization of 
existing food and nutrition programs. 

Cb) Funds may be used in a variety of 
ways, depending upon the needs and re¬ 
sources of local communities. Plans and 
priorities are set locally consistent with 
policies established by CSA. Funds are 
not to be used as a continuing financial 
commitment for long-range food and nu¬ 
trition projects. Funds may be used for 
planning and establishing community 
nutrition projects only if it is understood 
that the funds are available as seed 
money or for start up costs. 

(c) Eligibility shall not be governed 
by any rules or regulations used by local 
goverments for eligibility for food assist¬ 
ance programs. Due to the emergency 
nature of this program, individuals or 
families are eligible to participate upon 
the-self-declaratlon of need without the 
delay of a "means” test or income inves¬ 
tigation. Self-declaration makes possible 
immediate assistance for those suffering 
from hunger and in danger of mal¬ 
nutrition. CFNP supervisors and out¬ 
reach workers are given authority to 
judge whether a person meets the above 
conditions. If continued assistance is 
needed evaluation of income and per¬ 
sonal resources may be undertaken. 

§ 1061.40—7 Eligible grantee* or appli¬ 
cant*. 

Community Action Agencies, migrant 
and seasonal farmworker organizations, 
Indian organizations, tribal governments 
and other public and/or private non¬ 
profit organizations and agencies that 
meet CSA eligibility criteria may apply. 

§ 1061.40—8 Eligible participants. 

Individuals and families whose income 
falls within CSA poverty guidelines as 
defined in Part 1060 and those persons 
who are eligible or potentially eligible 
for participation in a Federally-funded 
food assistance program are eligible to 
participate in Community Food and Nu¬ 
trition Projects. 

§ 1061.40—0 Priority categoric* of bcnc- 
(iiciaricH. 

(a) Certain categories of beneficiaries 
have been designated as specially needy 
for purposes of Community Food and Nu¬ 
trition Projects, and projects designed to 
serve them will be given priority. These 
categories are: 

Cl) Indians , migrants and seasonal 
farmworkers. Special emphasis within 
this group will be placed on the funding 
of organizations and tribal governments 
which can directly impact the migrant 
or Indian population, and which involve 
migrant and seasonal farmworkers or In¬ 
dians in the governance of the project. 

(2) Elderly poor. The elderly poor of¬ 
ten have unmet needs. The CFNP Is not 
to be viewed as a permanent answer to 
the many nutritional deficiencies that 
exist. Of necessity, onlv when CFNP 
funds are limited to providing minimum 
support costs and/or initiating a feeding 
project where there is reasonable basis 
to expect that other funded projects will 
assume responsibility and will maintain 
the service on a permanent basis will 


projects be funded under the CFNP 
authority. 

(3> Infants , pregnant and lactating 
women. The nutritional problems of in¬ 
fants, pregnant and lactating women are 
of concern in communities experiencing 
high infant mortality rates. In such cases, 
because Federal resources are quite lim¬ 
ited the CFNP can be utilized to mobil¬ 
ize non-federal resources to attack the 
problem. 

§ 1061.10—10 Eligible activities. 

(a) All expenditures of program funds 
must be aimed directly at increasing the 
availability of food to eligible partici¬ 
pants or otherwise remedying poor nutri¬ 
tion among them. To that end the follow¬ 
ing categories of projects are eligible for 
funding: 

(1) Arialysis of existing feeding proj¬ 
ects. Analysis of and recommendations 
about particular aspects of existing Fed¬ 
eral feeding projects, and development of 
methods to improve participation in and 
accessibility to these projects. 

(2) Self-help projects. Projects de¬ 
signed to foster self-sufficiency through 
the mobilization of financial and com¬ 
munity resources, as well as inclusion of 
the poverty community in their develop¬ 
ment and implementation. Examples in¬ 
clude buying clubs, community gardens, 
food raising co-ops. community can¬ 
neries, farmer-to-consumer food sales, 
feeder pig projects, and greenhouse food 
production. 

(3) Activities supplementary to exist¬ 
ing feeding projects . Projects which ex¬ 
tend, supplement, broaden, or improve 
other feeding projects but are not dupli¬ 
cative. Examples are transportation to 
feeding sites, distribution of Federal or 
private surplus commodities, helping 
establish and operate a school breakfast 
project or a congregate feeding site for 
the elderly to demonstrate a need. 

(4) Crisis relief. Provision of funds to 
purchase food stamps, provision of food 
vouchers, or provision of foodstuffs on a 
temporary or crisis basis. 

(5) Program support. Conduct of 
training and technical assistance and re¬ 
search and demonstration projects. Sec¬ 
tion 232 provides the authority to con¬ 
duct R&D projects to further the man¬ 
date of Title n, including section 222 
(a)(5). R&D projects in the area of food 
and nutrition shall directly contribute 
to the accomplishment of the ends of die 
Community Food and Nutrition Program. 

§ 1061.10—11 Funding. 

Non-Federal share. The non-Fedcral 
share requirement is waived for CFNP 
projects (see $ 1068.20-1 through 
5 1068.20-7). However, grantees are ex¬ 
pected to mobilize, local and state re¬ 
sources throughout the life of the project. 

§ 1061.40—12 Application process* 

(a) Where to submit applications. Ap¬ 
plications for grants under section 2-2 
(a)(5) will be submitted to the appro¬ 
priate CSA Administering Office. (Ad¬ 
ministering Office address list is included 
as Attachment No. 1.) Applications for 
Research and Demonstration grants win 
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be* submitted to CSA Headquarters. 1200 
19th Street, NW., Washington, D.C. 
20506, Attention: CFNP. 

(b) Required forms. Research and 
Demonstration proposals should be sub¬ 
mitted in accordance with OEO Instruc¬ 
tion 7570-1. All other applications should 
meet the following requirements : 

(1) Needs Assessment—Attachment No. 2. 

(2) OEO Form 419—Summary of Work 
Program and Budget (See OEO Instruction 

6710-1). 

Note: Goals and activities must be con¬ 
sistent with the Standards of Effectiveness 
for Section 222(a) (5) projects and the Gen¬ 
eral Standards for Title II Programs outlined 
In § 1078.1-1 through 1078.1-7 (CSA In¬ 
struction 7850-la) and the Form 419 must 
reflect these Standards. 

(3) OEO Form 394—Checkpoint procedure 
lor Coordination. 

Note: This is optional and may be re¬ 
quired by funding official or by the grantee 
to checkpoint with other organizations In 
the community if the grantee so wishes (see 
§ 1007.10-1 through 1067.10-7 (CSA In¬ 
struction 6710-3a)). 

(4) OEO Form 25—Program Account' 
Budget (See OEO Instruction 6710-1). 

(5) OEO Form 25a—Program Account 
Budget (See OEO Instruction 0710-1), 

(6) Program Report—Attachment No. 3. 

(7) SF 424 (Complete Sections I and II) — 
Federal Assistance (See 5 1067.10-1 through 
I 1067.10-7 (CSA Instruction 6710-3a)). 

(8) OEO Form 301—Summary of Grant 
Application (See OEO Instruction 6710-1). 
For new grantees only. 

(9) CAP Form 6—Application for CAP- 
Community Information (See OEO Instruc¬ 
tion 6710-1). For uncapped areas. 

(10) CAP Form 84—Participant/Character¬ 
istics Plan (See OEO Instruction 6710-1). 
Required for uncapped areas. 

(11) CAP Form 11—Assurance of Com¬ 
pliance with Regulations under Civil Rights 
Act (For new grantees only). 

(12) Narrative proposal: The narrative 
project description must include the follow¬ 
ing: 

(ij Justification of program priorities 
selected among the needs identified in the 

"Needs Assessment.” 

(li) Description of previous efforts and 
experience with the problem (s) to be 

addressed. 

(HI) Description of the strategy designed 
to address the problem(s). 

§ 1061.44)—13 Reporting requirements* 

Program Progress Reports (PPR) re¬ 
quired by OEO Instruction 7031-1, 
Grantee Program Progress Review, are a 
requirement for each CPNP grant. Each 
PPR shall include a breakout of expendi¬ 
tures and a summary of accomplishments 
using the major categories in “Program 
Report.” The PPR shall indicate the 
number of people transported, etc. Crisis 
relief through vouchers or cash payment 
and costs of food purchased for direct 
feeding or distribution shall be reported 
separately on the PPR in a clear and 
distinct manner that identifies recipients, 
amounts received and frequency of 
assistance. 

^ 1061.40—11 Additional requirement*, 

Evaluation: Selected grantees may be 
evaluated by Regional or Headquarters 

luce personnel as part of a nationwide 

sample. 


Administering Office List 

CSA Regional Office, Region I—Director: Ivan 
Ashley, John F. Kennedy Federal Build¬ 
ing, Boston Massachusetts 02203. 

CSA Regional Office, Region II—Director: 
William A. White, 26 Federal Plaza, 32nd 
Floor. New York, New York 10007. 

CSA Regional Office, Region in —Director: 
W. Astor Kirk, Gateway BuUdlng, 3535 
Market 8treot, Philadelphia. Pennsylvania 
19104. 

CSA Regional Office, Region IV—Director: 
William "Sonny” Walker, 730 Peachtree 
Street, N.E.. Atlanta, Georgia 30308. 

CSA Regional Office, Region V—Director: 
Glenwood A. Johnson, 300 South Wacker 
Drive, 24th Floor, Chicago, Illinois 60806. 
CSA Regional Office. Region VI—Director: 
Ben T. Haney, 1200 Main Street. Dallas, 
Texas 75202. 

CSA Regional Office, Region VII—Director: 
Wayne C. Thomas, 911 Walnut Street, Kan¬ 
sas City. Missouri 64106. 

CSA Regional Office, Region VIII—Director: 
David Vanderburgh, Federal Office Build¬ 
ing, 1961 Stout Street, Denver, Colorado 
80202. 

CSA Regional Office, Region IX—Director: 
Eugene Gonzales, 100 McAllister Street, 
San Francisco, California 94102. 

CSA Regional Office, Region X—Director: 
John C. Finley, Arcade Plaza Building. 1321 
Second Avenue, Seattle, Washington 98101. 

Needs Assessment 

COMMUNITY FOOD AND NUTRITION PROGRAM 

Date completed: 
Name of Persons 
Completing This 
Assessment: 

I. Grantee information: 

A. Name of grantee, address, executive di¬ 
rector, phone. 

B. Name of delegate agency (if any), ad- 
dress, director, phone. 

C. Title of project, address, project direc¬ 
tor (If any), phone. 

II. General community need: 

A. Geographical area served (state, 
county, city or town). 

B. Congressional Districts in area served. 

C. Total population of area served. 

D. Number of persons In area served below 
poverty Une. 

E. Percent of population below poverty 
line. 

P. Population sixty years or over below 
poverty line. 

G. Percent of population 60 or over and 
below poverty line. 

H. In what ways does availability of trans¬ 
portation throughout the area served affect 
participation In Federal feeding programs? 

III. Participation in Federal feeding pro¬ 
grams (In completing each subsection cite 
the date and source of the data). 

A. Food stamps —1. Participation rates: a. 
Total number of persons in area served who 
are eligible to receive food stamps. 

(1) Number of public assistance recipients. 

(2) Number of eligible persons not receiv¬ 
ing public assistance (126% of poverty line 
population minus those persons on public 
assistance). If your state ashes out food 
stamps for S8T deduct also the number of 
persons currently on 881). 

b. Total number of persons In the area 
served receiving food stamps. 

(1) Number of public assistance recipients. 

(2) Number of persons not receiving pub¬ 
lic assistance. 

c. Percent of total eligible population re¬ 
ceiving food stamps. 

(1) Percent of public assistance recipients. 

(2) Percent of non-public assistance In¬ 
dividuals. 


2. Specify problems which prevent eligible 
persons from participating In the Food 
Stamp Program: 

3. Discuss your prior activities working 
with the Food Stamp Program. 

4. List other resources In area served work¬ 
ing on Improvements of the Food Stamp Pro¬ 
gram and describe their activities. 

B. School breakfast program—1. Number of 
schools in area served eligible for funding 
under Title I of ESEA. 

2. Number of Title I eligible schools par¬ 
ticipating in the Free School Breakfast Pro¬ 
gram. 

3. Specify problems which prevent eligible 
schools from participating In the School 
Breakfast Program. 

4. Discuss your prior activities working 
with the School Breakfast Program. 

5. List other resources in area served 
which are working on Improvements in the 
School Breakfast Program. 

C. Women, Infants and children (WIC)—1. 
Is there a WIC program In the area to be 
served? 

2. If not. Is there a need for such a pro¬ 
gram? 

(a) What is the infant mortality rate for 
the area to be served? White_All other 


(b) What is the infant mortality rate for 
your state? White_All other__ 

The national infant mortality rate (per 
1,000 live births) in 1974 was 14.8 for Whites 
and 24 9 for all other races. 

3. If there is a need for a WIC program, an¬ 
swer the following: 

a. Specify problems which have prevented 
its being established. 

b. Discuss your prior efforts (If any) to es¬ 
tablish a WIC program. 

c. List other groups, organizations, or agen¬ 
cies In your area working to establish a WIC 
program. 

D. School lunch program—1. Number of 
schools in the area served which are eligible 
for Title I programs under the E'*EA. 

2. Number of Title I eligible schools par¬ 
ticipating in the Free School Lunch Program. 

3. Specify the problems which prevent 
schools from participating In the School 
Lunch Program. 

4. Discuss your prior activities, if any, 
working with the School Lunch Program. 

6. List other resources in area served which 
are working on improvements in the School 
Lunch Program. 

E. Elderly Feeding Programs 

1. Ts there a Title VII program In your area 
to be served? 

2. If so, does it serve low-income elderly 
persons? 

3. If so, how many?—numbers and percent¬ 
ages. 

4. If your area does not have a Title VII 
program, specify problems which have pre¬ 
vented its being funded. 

5. Discuss your prior activities working to 
establish or expand Title VTT programs. 

0. List other resources in your area work¬ 
ing to establish or expand Title VII programs. 

7. List any other elderly feeding programs, 
other than Title VTT, in your area which 
servo a significant number of low-income 
persons. 

F. Special hunger and malnutrition prob¬ 
lems not addressed by food stamps, school 
lunch and breakfast, and Title VII programs. 

1. List problems and number of persons 
affected. 

2. Discuss your prior actllvtles in address¬ 
ing these problems. 

3. List other organizations and agencies in 
your area working to address these problems. 
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Program Report 

Community Pood and Nu- State _ 

trltlon Program Region_ 

Tills report Is to be filled out by the ap¬ 
plicant and by CSA staff (Regional or Head¬ 
quarters) at the time a grant Is made. In- 


Name. Title and phone number of person 
completing column (a). 

Grantee Number and Name. 

Name, Title and phone number of person 
completing column (b). 

(PR Doc.76-32017 Piled 11-5-76:8:45 am] 

FEDERAL COMMUNICATIONS 
COMMISSION 
[47 CFR Part 21] 

(Docket No. 20907J 

DOMESTIC PUBLIC RADIO SERVICES 

One-Way Signaling on a Primary Basis; 
Extension of Comment Period 

Adopted October 29, 1976. 

Released November 2,1976. 

Order. In the matter of amendment to 
part 21 of the Commission s rules to ex¬ 
tend parts of 9 21.501 (a), (b), and (c) 
to permanent one-way signaling on a 
primary basis, Docket No. 20907. 1 * 

1 See 41 FR 39766. September 16, 1976. 


dlcate In dollars, the portion of the total 
grant request which will be directed towards 
each of the listed target population groups, 
under each of the four program priority areas. 
This data will be used In preparing a na¬ 
tional CFNP report. 


1. Airsignal International, Inc., by let¬ 
ter dated October 28, 1976, requests an 
extension of time from November 1, 1976 
to December 1, 1976, in order to file reply 
comments to the Docket referenced 
above. 

2. Based upon the circumstances set 
forth in the Airsignal letter and that of 
other parties of interest, we believe that 
the requested extension is consistent with 
the public interest. 

3. Accordingly , it is ordered , Pursuant 
to delegated authority under 9 0.303 of 
the Commission's rules, that the request 
for an extension of time is granted. 

Federal Communications 
Commission, 

Joseph A. Marino. 

Deputy Chief . 

Common Carrier Bureau. 

(PR Doc.76-32760 Filed /l-5-70;8:45 am] 


[47 CFR Part 73] 

(Docket No. 20978] 

FM BROADCAST STATIONS IN GORDON, 
NEBRASKA 

Proposed Table of Assignments 

Adopted: October 29,1976. 

Released: November 4,1976. 

In the matter of amendment of § 73- 
202(b), Table of Assignments , FM Broad¬ 
cast Stations. (Gordon, Nebraska*, 
Docket No. 20978, RM-2718. 

1. Petitioner , proposal and comments — 

(a) Notice of proposed rule making is 
given concerning amendment of the FM 
Table of Assignments <§ 73.202(b) of the 
Commission’s rules and regulations) as 
concerns Gordon, Nebraska. 

(b) A petition for rulemaking 1 was fil¬ 
ed on behalf of Ranchland Broadcasting 
Co., Inc. (petitioner), licensee of Stations 
KBRX(AM) and KBRX-FM, O’Neill. 
Nebraska, seeking the assignment of 
Channel 238 as a first FM assignment to 
Gordon. 

2. Demographic data .—(a) Location. 
Gordon is located in Sheridan County ap¬ 
proximately 531 kilometers (330 miles) 
northwest of Omaha, Nebraska. 

(b) Popluation. Gordon, 2,106; Sheri¬ 
dan County, 7,285.* 

(c) Present Local Aural Service. None. 

3. Community data. Petitioner claims 
that Gordon is one of the largest com¬ 
munities in Sheridan County. In addi¬ 
tion, it states that Sheridan County re¬ 
corded a 1970 UB. Census population of 
7,285, and estimated an Increased 1975 
population of 7,616. Petitioner notes that 
Gordon’s economy is based on farming, 
ranching, cattle feeding, retail and 
wholesale sales, food processing, manu¬ 
facturing, and the tourist industry. Pe¬ 
titioner states that in Gordon’s primary 
retail trade area sixty-one retail firms de¬ 
veloped annual sales estimated at $9,800, 
000: ten wholesale firms have annua! 
wholesale sales estimated at $600,000; 
and the two banks in Gordon have total 
deposits of $28,608,776. 

4.. Preclusion considerations. Preclu¬ 
sion studies show that seven communi¬ 
ties with populations between 1,000 and 
7,000 are located in the areas of preclu¬ 
sion created by the proposed assignment. 
Preclusion would occur on Channel 238 
and adjacent Channels 237A, 239 and 
240A. Of these seven communities. Alli¬ 
ance, Nebraska, is assigned Channel 
221A for which there is a pending appli¬ 
cation (BPH-9977), and Valentine. Ne¬ 
braska, is assigned Channel 241 io r 
which there is a pending application 
(BPH-9993J for a station to be operated 
in Crookston, Nebraska (Section 73.203 . 
Chadron, Nebraska, is assigned Chan¬ 
nels 228A and 234 which are unoccupied 
and unapplied for. The remaining four 
communities, Rushville, Nebraska (pop* 


* Public Notice of the filing of the petition 
was issued on July 14, 1976 (Rept- No. yosi* 

* 1970 UB. Census. 


Amount? estimated CSA staff complotes 

from application. this column from 
To be completed by approved grant 
Applicant, (col. A) (col. B) 


Aclivity I: Analysis M existing feeding |>roJects: 

General population. ... 

Infants and children --- 

Elderly . 

Migrants .. — ~ 

Indians: 

On reservation _—_ 

Of? reservation _ __ 




Total, activity 1 _ r - 

Activity 2: 8c!M»elp projects: 

General population. ... 

Infants and children_ __ 

Elderly . 

Migrants. ..... 

Indians: 

On reservation ... 

Off reservation _ ___ 


Total, acUvity 2. 


Activity Z: Acti viUes supplementary to existing feeding projects: 

General population.. 

Infants and children---- 

Elderly.. 

Migrants._ 

Indians. 


Total, activity Z. 


Activity 1: Crlsb relief: 
General population.. 
Infants and children. 

Elderly_ 

Migrants... 

Indians. 


Total, activity ... 

Activity 5: Program support (training and technical assistance): 

General population ---- - 

Infant* ami children.. —----- 

Migrants. ........ 

Indians ....... 


Total, activity 5.. 


I. 8elf-evaluation. . 

II. Other (explain). 


Total, grant.. 
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1,137), Crawford, Nebraska (pop. 1,291), 
Martin, South Dakota (pop. 1,248), and 
Pine Ridge, South Dakota (pop. 2,768) 
have no FM channel assignments and 
are without any local broadcast service. 

5. Additional considerations. Petitioner 
states that the assignment of a Class C 
channel would not only provide for 
Gordon’s first local broadcast service 
but would also enable a substantial rural 
area surrounding Gordon in the Ne¬ 
braska counties of Sheridan, Davies and 
Cherry, and in portions of the large Pine 
Ridge Indian Reservation in South 
Dakota to receive its first PM service. 
Petitioner also notes that two of the 
three nearest communities to Gordon 
with PM assignments, Valentine and 
Cliadron, which have populations ap¬ 
proximately equal to or somewhat larger, 
respectively, than Gordon’s, both have 
Class C channels assigned. Petitioner re¬ 
lates, further, that the projected service 
areas of these Class C stations, when 
occupied, would not encompass Gordon, 
and the proposed assignment of Channel 
238 to Gordon would not require the de¬ 
letion of a present assignment without 
replacement. Petitioner points out that 
neither the Chadron nor Valentine as¬ 
signment, nor any other existing FM as 
signment, would be affected by this pro¬ 
posal. Petitioner’s Roanoke Rapids 
showing indicates that a Class A sta¬ 
tion would provide a first FM service to 
a population of 3,114 in an area of 1,420 
square kilometers (550 square miles) and 
a second FM service to a population of 
1,315 in an area of 240 square kilometers 
<93 square miles), while a Class C sta¬ 
tion operating with an effective radiated 
power of 35 kW and antenna height of 
122 meters (400 feet) would provide a 
first FM service to a population of 4,685 
in an area of 5.000 square kilometers 
U.923 square miles) and a second FM 
sendee to a population of 6.009 in an 
area of 1,400 square kilometers (540 
square miles). However, no information 
is submitted as to the service provided by 
stations from which the availability of 
first and second aural service may be 
discerned. In this regard, we believe that 
proponent should show the extent of 
nighttime service provided by standard 
broadcast stations. Anamosa-Iowa City, 
Iowa. 40 F.C.C. 2d 250 (1974). 

6 Biised on our examination of peti¬ 
tioner’s proposal there appears to be a 
basis for considering an exception to our 
general policy of assigning Class C chan¬ 
nels only to larger communities. This has 
been done in other cases to provide a 
channel to small, isolated communities 
when the density of the population in 
the area to be served is low and Its dis¬ 
tribution is scattered. Here, there is also 
8 further basis for considering an excep¬ 
tion the possibility of providing a signifi¬ 
cant amount of first and second FM serv¬ 
ice in addition to a first local aural 
Broadcast service to Gordon. 

*• Proposed amendment to the FM 
(wle of assignments. Accordingly, for 
ue purpose of eliciting comments on 
hi 1Cl i ler or not sucil an action would 
eneflt the public interest, the Commis- 
51011 P^Poses to amend the FM Table of 


Assignments (§ 73.202(b) of the Com¬ 
mission’s rules and regulations), with 
regard to the community listed below, as 
follows: 



Channel No. 

City 

Proaent 

Proposed 

Cordon, Nebr. 

--- 

238 


8. Authority. The Commission’s au¬ 
thority to institute rule making proceed¬ 
ings, showings required, cut-off proce¬ 
dures, and filing requirements are con¬ 
tained below and are incorporated by 
reference herein. 

9. Comments and replies. Interested 
parties may file comments on or before 
December 13, 1976, and reply comments 
on or before January 3, 1976. 

Federal Communications 
Commission, 

Wallace E. Johnson, 

Chief, Broadcast Bureau. 

1. Pursuant to authority found In sec¬ 
tions 4(1), 5(d)(1), 303(g) and (r), and 
307(b) of the Communications Act of 
1934, as amended, and Section 0.281(b) 
(6) of the Commission’s rules, it is pro¬ 
posed to amend the FM Table of As¬ 
signments, § 73.202(b) of the Commis¬ 
sion’s rules and regulations, as set forth 
in this Notice of proposed rulemaking . 

2. Showings required. Comments are 
invited on the proposal (s) discussed in 
the notice of proposed rulemaking to 
which this Appendix is attached. Pro¬ 
ponent (s) will be expected to answer 
whatever questions are presented in ini¬ 
tial comments. The proponent of a pro¬ 
posed assignment is also expected to file 
comments even if it only resubmits or 
incorporates by reference its former 
pleadings. It should also restate its pres¬ 
ent intention to apply for the channel If 
it is assigned, and, if authorized, to build 
the station promptly. Failure to file may 
lead to denial of the request. 

3. Cut-off procedures. The following 
procedures will govern the consideration 
of filings in this proceeding. 

(a) Counterproposals advanced In 
this proceeding Itself will be considered, 
if advanced in initial comments, so that 
parties may comment on them in reply 
comments. They will not be considered if 
advanced in reply comments. (See 
§ 1.420(d) of Commission rules.) 

(b) With respect to petitions for rule 
making which conflict with the pro- 
posaKs) In this Notice, they will be con¬ 
sidered as comments in the proceeding, 
and Public Notice to this effect will be 
given as long as they are filed before the 
date for filing initial comments herein. If 
filed later than that, they will not be con¬ 
sidered in connection with the decision in 
tliis docket. 

4. Comments and reply comments ; 
service. Pursuant to applicable proced¬ 
ures set out in §5 1.415 and 1.420 of the 
Commission’s rules and regulations, in¬ 
terested parties may file comments and 
reply comments on or before the dates 
set forth in this notice of proposed rule- 
making. All submissions by parties to 


tills proceeding or persons acting on be¬ 
half of such parties must be made in 
written comments, reply comments, or 
or other appropirate pleadings. Com¬ 
ments shall be served on the petitioner 
by the person filing the comments. Reply 
comments shall be served on the per¬ 
son (s) who filed comments to which the 
reply is directed. Such comments and 
reply comments shall be accompanied by 
a certificate of service. (See § 1.420(a), 
(b) and (c) of the Commirsion rules.) 

5. Number of copies. In accordance 
with the provisions of Section 1.420 of 
the Commission's rules and regulations, 
an original and four copies of all com¬ 
ments, reply comments, pleadings, briefs, 
or other documents shall be furnished 
the Commission. 

6. Public inspection of filings. All 
filings made in this proceeding will be 
available for examination by interested 
parties during regular business hours in 
the Commission's Public Reference Room 
at its headquarters, 1919 M Street. N.W., 
Washington, D.C. 

|FR Doc.76-32761 Filed 11-5-76;8:45 am] 


DEPARTMENT OF 
TRANSPORTATION 

Federal Railroad Administration 
[ 49 CFR Part 210 ] 

(FRA Docket No. RNE-1, Notice 1| 

RAILROAD NOISE FMISSION 
COMPLIANCE REGULATIONS 

Proposed Procedures 

On January 14, 1976, the Environ¬ 
mental Protection Agency (EPA) Issued 
railroad noise emission standards <41 FR 
2184) pursuant to the requirements of 
section 17 of the Noise Control Act of 
1972 (86 Stat. 1248, Pub. I, 92-574). The 
standards (40 CFR Part 201) established 
limits on the noise emissions generated 
by railroad locomotives, under both 
stationary and moving conditions, and 
by railroad cars under moving condi¬ 
tions. These standards become effective 
on December 31. 1976. 

Section 17 of the Noise Control Act 
also requires the Secretary of Trans¬ 
portation, after consultation with the 
Administrator of the EPA. to promulgate 
regulations to insure compliance with 
the EPA standards. The responsibility 
for the development of these regulations 
has been delegated to the Administrator 
of the Federal Railroad Administration 
(FRA). This notice sets forth the pro¬ 
cedures by which the FRA proposes to 
assure compliance with the noise emis¬ 
sion standards prescribed for railroad 
locomotives and cars. In the develop¬ 
ment of this notice, consultations with 
respect to the regulation r>ronosed In this 
part were conducted with EPA as re¬ 
quired by section 17(b) of the Noise Con¬ 
trol Act. 

In establishing this statutory scheme 
for control of railroad noise emissions, 
the Congress recognized the need for 
special treatment of particular noise 
sources which require national uniform¬ 
ity of treatment in order to avoid 
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any undue burden on interstate com¬ 
merce which might arise from a multi¬ 
plicity of different State and local regu¬ 
lations. In addition, the statute recog¬ 
nizes the expertise and interest of the 
Department of Transportation in both 
the control of noise and in safety in 
transportation, be it by aircraft (sec. 7). 
by motor carrier (sec. 18) or by railroad 
^ec. 17). The enforcement scheme en¬ 
visioned by the statute for control of 
railroad noise utilizes FRA’s general en¬ 
forcement and inspection authority con¬ 
ferred by several railroad safety statutes. 
The FRA believes that the utilization of 
this general authority, rather than the 
creation of a specific noise-related en¬ 
forcement authority, reflects a Congres¬ 
sional recognition that inspection and 
enforcement of railroad noise standards 
and safety standards can go hand-in- 
hand, and in fact, should be so treated to 
assure the most efficient utilization of 
limited inspection resources. For this 
reason, these proposed regulations reflect 
the FRA’s continuing concern for the 
safety of railroad operations as well as 
for the strict enforcement of the EPA 
Railroad Noise Emission Standards. 

Section 201.10 of the EPA standards 
'40 CFR 201.10) defines the applicabil¬ 
ity of the standards and excludes the 
following: 

1. Steam locomotives; 

2. Street, suburban and interurbun electric 
railways unless operated as a part of the 
general railroad system of transportation: 

3. Warning devices which operate for the 
purpose of safety: and 

4. Special purpose equipment which may 
be located on or operated from railcars. 

A limited exemption from the require¬ 
ments of 5 201.11 (a) and (b) of the 
EPA standards (40 CFR 201.11 (a) and 
(b>) was provided for gas turbine pow¬ 
ered locomotives and any locomotive type 
which cannot be connected by any 
standard method to a load cell. 

Section 210.3 of the FRA regulations 
proposed In this notice reflects the appli- 
cabUity defined by the EPA standards. 
It should be noted that the scopes of this 
applicability differs from that ordinarily 
incorporated in FRA safety regulations 
to the extent that railroads operating 
solely on track inside an installation 
which is not part of the general railroad 
system of transportation are not ex¬ 
empted from the EPA standards; conse¬ 
quently, they will not be exempted from 
FRA noise enforcement activities. 

These proposed regulations, under 
§ 210.7, assign the responsibility for com¬ 
pliance with the noise emission stand¬ 
ards to the carrier that operates the 
equipment. Because railroad cars are 
freely Interchanged among railroads, the 
FRA believes it would be impractical to 
place the responsibility for compliance 
on the railroad that owns the cars. Under 
other provisions of law, each carrier Is 
required to conduct an inspection of each 
car when it is placed in a train (49 CFR 
215.23). The FRA believes that this in¬ 
spection can also be utilized by a carrier 
to assure that the rail equipment it op¬ 
erates is free from any mechanical con¬ 


ditions which might result in the emis¬ 
sion of noise in excess of the levels pre¬ 
scribed in the EPA standards. Under this 
provision, a carrier that has knowledge 
that a car or locomotive is defective, that 
is, that it would exceed the noise emis¬ 
sion levels prescribed by EPA for a given 
operating condition, must take whatever 
action is necessary to eliminate the de¬ 
fect, or must remove the defective car or 
locomotive from service until proper re¬ 
pairs have been made. 

The proper handling of noise defective 
equipment is further detailed in pro¬ 
posed § 210.9. This provision would per¬ 
mit a carrier tliat discovers a noise de¬ 
fective locomotive or rail car to move the 
noncomplying equipment to the nearest 
location at which the noise defect can be 
eliminated. The further movement of 
such noncomplying equipment is subject 
to specific procedures. The FRA believes 
that the present EPA noise emission 
standards have been established at levels 
which should not be exceeded by the op¬ 
eration of reasonably well maintained 
equipment which otherwise complies 
with all FRA safety regulations. There¬ 
fore, the existence of a noise emission 
level in violation of the EPA noise stand¬ 
ards may evidence the existence of a 
mechanical condition which constitutes a 
violation of FRA safety regulations and 
which might create a serious safety prob¬ 
lem should the equipment be moved 
under operating conditions. For this 
reason, the FRA believes that these noise 
compliance procedures should be tied to 
general considerations of railroad safety. 
Movement of noise defective equipment 
will be permitted only after compliance 
with the procedures established in the 
Railroad Freight Car Safety Standards. 
49 CFR 215.9. These procedures require 
a qualified railroad employee (1) to in¬ 
spect and determine that the equipment 
is safe to move, (2) to determine the 
maximum speed and other restrictions 
necessary for a safe movement, (3) to 
notify the crew of the train of such speed 
and restrictions and (4) to attach a “bad 
order” or “home shop for repairs” tag to 
any defective equipment. Under -these 
procedures, the FRA believes that equip¬ 
ment can be moved to a location at which 
proper repairs can be performed so as to 
remove the noise defect and correct any 
safety defects, without jeopardizing the 
safety of the movement. 

Section 210.15 would require each rail¬ 
road to designate persons qualified to in¬ 
spect and test locomotives and rail cars 
which it operates in order to assure com¬ 
pliance with the EPA noise emission 
levels. 

Section 210.17 proposes provisions for 
State participation in the enforcement 
of the Federal Railroad Noise Emission 
Standards. State agencies may partici¬ 
pate in the enforcement of the Federal 
standards by designating persons whose 
qualifications must be approved by the 
FRA before they are authorized to per¬ 
form the duties of inspectors under this 
part. In considering the qualifications of 
such persons, the FRA will take into 
account the experience and ability to in- 


J* 

spect locomotives and rail cars in the 
areas of design, construction, mainte¬ 
nance, testing and noise emission demon¬ 
strated by each individual presented by 
the State for designation under this 
section. 

Alternatively. State and local agencies 
may enact and enforce their own noise 
emission standards applicable to loco¬ 
motives and rail cars provided such 
standards are identical to the Federal 
stand ards prescribed by the EPA in 40 
CFR Part 201 with respect to both the 
numerical decibel limits and the meas¬ 
urement criteria prescribed in Subpart 
C thereof. 

Section 210.19 prescribes the general 
waiver authority of the Administrator. 
It should be noted, however, that this au¬ 
thority is restricted to the requirements 
of the compliance procedures prescribed 
in this part, and cannot be utilized, either 
directly or indirectly, to grant waivers 
from any of the requirements of the sub¬ 
stantive Railroad Noise Emission stand¬ 
ards prescribed by EPA in 40 CFR Part 
201 . 

The penalty provisions for violation of 
the noise emission standards are pre¬ 
scribed by the Noise Control Act of 1972 
These involve a criminal penalty of a 
fine of not more than $25,000 per day of 
violation, or imprisonment for not rrmre 
than one year, or both, for a first con¬ 
viction. Subsequent convictions will re¬ 
sult In a fine of not more than $50,000 per 
day of violation, or Imprisonment for not 
more than two years, or both. 

The EPA standards prescribe maxi¬ 
mum noise emissions from locomotives 
under both stationary and moving con¬ 
ditions. These standards are established 
on two levels, for locomotives built prior 
to December 31, 1979 and for those built 
after that date. Additional standards are 
established for the total noise emission 
from railroad cars under moving condi¬ 
tions, including the noise from auxiliary 
power units such as those on refrigera¬ 
tor cars. Section 210.25 of these proposed 
rules prescribes the authority of the in¬ 
spector to require the necessary inspec¬ 
tion and testing to assure compliance 
with the EPA standards, as well as the 
responsibility of the railroad carrier to 
submit equipment for such testing when 
requested to do so by an authorized 
inspector. 

Sections 210.27, 210.29, and 210.31 pro¬ 
pose additional testing criteria to ensure 
equitable measurement of the noise levels 
produced bv locomotives and railcars. 
The provisions proposed in §210.27«b> 
are intended to address the compliance 
problem posed by the use of a locomotive 
consist composed of multiple units, some 
of which must comply with the pre- 
December 31, 1979 standard of 96 dB«A), 
and others of which mast com pi v with 
the post- 1979 standard of 90 dB A». 
These standards apply to locomotives 
operating under moving conditions. Be¬ 
cause of the nature of operation of the 
locomotive fleet, a requirement that all 
post- 1979 locomotives be operated in 
consists composed solely of other post- 
1979 locomotives would present opera- 
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tional difficulties and would result in an 
unreasonable burden on interstate com¬ 
merce. For this reason, provision is made 
for the measurement of mixed consists 
ot locomotives and for consists of un¬ 
known composition in order to provide 
a reasonable and legally defensible en¬ 
forcement procedure. Such consists will 
be required to comply with the pre- 
December 31, 1979 noise levels. 

The provisions of $§ 210.29 and 210.31 
propose additional requirements to 
clarify further the measurement criteria 
prescribed in Subpart C of the EPA 
standards, 40 CFR 201,20-201.24. The ad¬ 
ditional requirements of § 210.29 involve 
calibration procedures to assure the ac¬ 
curacy of measurement instrumentation 
and the use of certain measurement 
tolerances to adjust for variations in 
the testing site and equipment. Section 
210.31 proposes more explicit instruction 
concerning the proper method by which 
to conduct a load cell test for stationary 
locomotive measurements. The specific 
procedures, including the prescribed 
periods of time for engine noise 
stabilization and noise level reading are 
considered necessary in order to assure 
an accurate measurement of actual 
engine noise at either idle or maximum 
throttle. Under these procedures, a car¬ 
rier will be required to conduct such a 
load cell noise emission test each time 
a locomotive is subjected to a load cell 
test for any reason. The date, location 
and results of each such test must be 
recorded on the standard form, FRA 
F6180-49, which is required to be posted 
in a conspicuous place in the cab of the 
locomotive pursuant to the FRA Loco¬ 
motive Inspection Regulations (49 CFR 
230.331 and 230.451). Whenever any 
locomotive is found to be in noncom¬ 
pliance with the EPA standards, it must 
be repaired so as to eliminate the noise 
defect, or removed from service as pro¬ 
vided in $210.7 of this part. Before a 
noncomplying locomotive is returned to 
8ervice, it must be subjected to, and suc¬ 
cessfully pass, either a load cell test or 
another pass-by test. It should be under¬ 
stock, however, that any individual 
locomotive or consist of locomotives must 
be capable of complying with both the 
stationary and pass-by noise emission 
levels. The fact that the locomotive com¬ 
plies with the load cell noise levels prior 
to return to service docs not exempt it 
irom the need to comply with the pass- 
by noise levels also. 

Pursuant to the requirement of the 
National Environmental Policy Act (42 
i io seq ** ancJ Executive Order 

1™1» Inflation Impact Statements, 
aated November 27, 1974, the Adminis¬ 
trator has considered both the economic 
ami environmental impacts of these reg¬ 
nal ions and has determined them to be 
e'rative. Tills is the case since the regu- 
• uons impose no new substantive re- 
Rnf^ ments 011 rai l r <> a d industry. 

> r, i he relations prescribed herein 
merely detail the compliance procedures 
p * j ^flwed in order to implement the 
tail road Noise Emission Standards is¬ 
sued by the EPA In 40 CFR Part 201. 


The EPA extensively considered both 
the economic and environmental Impacts 
related to railroad noise emission stand¬ 
ards in its “Background Document and 
Environmental Explanation of the Pro¬ 
posed Interstate Rail Carrier Noise Reg¬ 
ulation”. That document should be con¬ 
sulted for a detailed discussion of the 
costs and benefits resulting from the 
EPA standards. 

Compliance with the additional re¬ 
view procedures and evaluation In ac¬ 
cordance with the policies of the De¬ 
partment of Transportation which were 
stated in the public notice published on 
April 16, 1976, in the Federal Register 
(41 FR 16200) is not required with re¬ 
spect to this notice inasmuch as these 
regulations are required by statute. 

Interested persons are invited to par¬ 
ticipate in this proceeding by submitting 
written data, views, or comments. Com¬ 
munications should identify the regula¬ 
tory docket number, and should be sub¬ 
mitted in triplicate to the Docket Clerk, 
Office of Chief Counsel, Federal Railroad 
Administration, 400 Seventh Street, SW., 
Washington, D.C, 20590. Communica¬ 
tions received before December 22, 1976, 
will be considered before final action is 
taken on the proposed rule. All com¬ 
ments received will be available for ex¬ 
amination by interested persons at any 
time during regular working hours in 
Room 5101, Nassif Building, 400 Seventh 
Street, SW.. Washington, D C. 20590. 

The proposals contained in this notice 
may be changed in light of the comments 
received. 

This notice is Issued under authority 
of section 17 of the Noise Control Act of 
1972, 42 U.S.C. 4916, and § 1.49(p) of the 
regulations of the Office of the Secretary 
of Transportation, 49 CFR 1.49(p). 

Issued in Washington, D.C., on Novem¬ 
ber 2.1976. 

Asaph H. Hall, 
Administrator , 

PART 210—RAILROAD NOISE EMISSION 
COMPLIANCE REGULATIONS 
Subpart A —General Provisions 

8ec. 

210.1 Scope of part. 

210.3 Applicability. 

210.5 Definitions?. 

210.7 Responsibility for noise defective lo¬ 
comotives or rail cars. 

210.9 Movement of a noise defective loco¬ 

motive. rail car or consist of a 
locomotive and rail cars. 

210.15 Designation of qualified persons. 
210.17 State Agency participation in en¬ 
forcement: Qualified Noise Com¬ 
pliance Inspector. 

210.10 Waivers. 

210.21 Penalty. 

Subparl B—Inspection and Testing 
210.23 Scope of subpart. 

210.25 Noise inspection and testing. 

210.27 Operation standards. 

210.29 Measurement criteria and proce¬ 
dures. 

210.31 Load cell test. 

SUBPART A—GENERAL PROVISIONS 

§ 210.1 Scope of pari. 

This part prescribes minimum com¬ 
pliance regulations for enforcement of 


the Railroad Noise Emission Standards 
established by the Environmental Pro¬ 
tection Agency In 40 CFR Part 201. 

§ 210.3 Applicability. 

(a) The provisions of this part apply 
to the total sound level emitted by rail 
cars and locomotives operated under the 
conditions prescribed herein and in 40 
CFR Part 201. including the sound pro¬ 
duced by refrigeration and air condi¬ 
tioning units which are an integral ele¬ 
ment of such equipment, except: 

(b) The provisions of this part do not 
apply to— 

(1) Steam locomotives; 

(2) Street, suburban or interurban 
electric railways unless operated as a 
part of the general railroad system of 
transportation; 

(3) Sound emitted by a warning de¬ 
vice, such as a horn, whistle or bell when 
operated for the purpose of safety; 

(4) Special purpose equipment which 
may be located on or operated from rail 
cars; and 

(5) As prescribed in 40 CFR 201.10, 
the provisions of 40 CFR 201.11 (a) and 
<b) do not apply to gas turbine-powered 
locomotives or any locomotive type which 
cannot be connected by any standard 
method to a load cell. 

§ 210.3 Definitions. 

(a) Statutory definitions. All terms 
used in this Part and defined in the Noise 
Control Act of 1972 (Pub. L. 92-574, 86 
Stat. 1234) have the definitions set forth 
in that Act. 

(b) Definitions in standards. All terms 
used in this part and defined in $ 201.1 
of the Railroad Noise Emission Stand¬ 
ards, 40 CFR 201.1, have the definitions 
set forth in that section. 

(c) Additional definitions: As used in 
this part— 

(1) “FRA” means the Federal Rail¬ 
road Administration. 

(2) “Administrator” means the Fed¬ 
eral Railroad Administrator, the Deputy 
Administrator, or any official of the Fed¬ 
eral Railroad Administration (“FRA”> 
to whom the Administrator has dele¬ 
gated authority to enforce the Act. 

(3) “State Agency” means a State 
Agency participating in investigative and 
surveillance activities pertaining to the 
Railroad Noise Emission Standards, 40 
CFR Part 201. 

(4> “Inspector” means FRA regional 
Motive Power & Equipment supervisors 
of inspectors, FRA Motive Power & 
Equipment inspectors and State Agency 
Noise Compliance inspectors designated 
under $ 210.17. 

(5) “Noise defective” means that con¬ 
dition in which a locomotive, rail car or 
consist of a locomotive and rail cars is 
found to exceed the noise emission stand¬ 
ards of 40 CFR Part 201. 

(6> “Consist of a locomotive and rail 
cars” means one or more locomotives 
coupled to a rail car or rail cars. 

§ 210.7 ncaimriMhility for noi*c tlef*:c- 
tive locomotive* or rail cam. 

Any railroad that knows, has notice, or 
should have known that a locomtive, rail 
car or consist of a locomotive and rail 
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cars that it Is operating or testing Is 
noise defective according to the criteria 
established in this part and in 40 CFR 
Part 201, is responsible for compliance 
with this section. Subject to § 210.9, each 
locomotive, rail car or consist of a loco¬ 
motive and rail cars that is noise defec¬ 
tive, according to the criteria prescribed 
in this part and In 40 CFR Part 201 must: 

(a) Have the noise defect eliminated; 
or 

(b) Be removed from service. 

§ 210.9 Movement of n noise defective 
locomotive, rail ear or eonsist of a 
locomotive and rail earn. 

(a) Any railroad that knows, has no¬ 
tice, or should have known that a loco¬ 
motive, rail car or consist of a locomotive 
and rail cars that It is operating is noise 
defective according to the criteria estab¬ 
lished in this part, may move that equip¬ 
ment to the nearest location where the 
noise defective condition can be elimi¬ 
nated only after a person designated 
under § 210.15 inspects and determines 
that the locomotive, rail car or consist 
of a locomotive and rail cars is in compli¬ 
ance with the requirements of 49 CFR 
Part 215 and 49 CFR Part 230. 

(b) If after the Inspection required by 
paragraph (a) of this section the locomo¬ 
tive, rail car or consist of a locomotive 
and rail cars is found to be defective, that 
equipment may be moved only in accord¬ 
ance with the procedures prescribed in 
49 CFR 215.9. 

§210.15 Designation of qualified rail¬ 
road persons. 

(a) Each railroad that operates loco¬ 
motives and rail cars to which this part 
applies shall designate persons qualified 
to inspect and test locomotives or rail 
cars for noise defects. Each person desig¬ 
nated must have demonstrated to the 
railroad that he or she has sufficient 
knowledge and ability to inspect and test 
locomotives or rail cars for compliance 
with the applicable requirements of this 
part. 

tb) With respect to the designations 
under paragraph (a) of this section, each 
railroad shall maintain a written record 
of: 

(1) The name and title of the individ¬ 
ual designated; and 

(2) The basis for each designation. 

(c) Each designation shall be main¬ 
tained at the location where locomotives 
or rail cars are normally inspected and 
tested. 

§210.17 Stale Agency participation in 
rnforermrnl: Qualified Noise Com¬ 
pliance Inspector. 

(a) Any State which desires to partici¬ 
pate in the enforcement of the Federal 
noise emission standards may so notify 
the FRA, and shall designate persons 
qualified to Inspect and test locomotives 
or rail cars for defects prescribed by this 
part. Each person designated must dem¬ 
onstrate to the FRA his knowledge and 
ability to Inspect and test locomotives or 
rail cars for compliance with the appli¬ 
cable requirements of this, part. Each 
designated person must be approved by 


the FRA prior to commencement of en¬ 
forcement activities under this part. 

(b) With respect to designations under 
paragraph (a) of this section, each State 
shall submit to the Associate Administra¬ 
tor for Safety a written record which 
shall contain the following: 

(1 > The name and title of the individ¬ 
ual designated; and 

(2) The basis for each designation. 

<c) After approval by the Associate 
Administrator for Safety a copy of each 
designation and approval shall be main¬ 
tained at the office of the appropriate 
FRA Director of Railroad Safety. 

§210.19 Waiver*. 

(a) Any person may petition the Fed¬ 
eral Railroad Administrator for a waiv¬ 
er of compliance with any requirement 
in this part. A waiver of compliance with 
any requirement prescribed in 40 CFR 
Part 201, Railroad Noise Emission 
Standards, may not be granted under 
this provision. 

(b) Each petition for a waiver under 
this section must be filed in the manner 
and contain the information required by 
49 CFR Part 211. 

(c) If the Administrator finds that 
a waiver of compliance applied for un¬ 
der paragraph (a) of this section is in the 
public interest and is consistent with 
railroad noise abatement and safety, he 
may grant a waiver subject to any con¬ 
ditions he deems necessary. Notice of 
each waiver granted, including a state¬ 
ment of the reasons therefore, will be 
published in the Federal Register. 

§210.21 Penally. 

Any person that knowingly operates a 
locomotive or rail car in violation of the 
requirements of this part is liable to a 
penalty as prescribed in section 11 of the 
Noise Control Act of 1972 (Pub. L. 92- 
574; 86 Stat. 1242). 

Subpart B—Inspection and Testing 
§ 210.23 Scope of suhpurl. 

This subpart prescribes the compliance 
criteria concerning the requirements for 
inspection and testing of a locomotive, 
a rail car or a consist of a locomotive and 
rail cars. 

§ 210.25 Noi>e inspection and testing. 

(a) An inspector as defined in § 210.5 

(c) (4) is authorized to test, inspect and 
examine a locomotive, a rail car or a con¬ 
sist of a locomotive and rail cars oper¬ 
ated by a railroad carrier, or may re¬ 
quest the railroad carrier to conduct such 
inspections, examinations and tests in 
accordance with the procedures specified 
in this part for the purpose of ascertain¬ 
ing whether the locomotive, rail car or 
consist of a locomotive and rail cars con¬ 
forms to the .Railroad Noise Emission 
Standards of the Environmental Pro¬ 
tection Agency. 40 CFR Part 201. 

fb) The railroad carrier, its officers, 
agents and employees must submit a lo¬ 
comotive. rail car or consist of a locomo¬ 
tive and rail cars used in its operation for 
inspection, examination, and testing 
when requested by an inspector as de¬ 
fined in $ 210.5(c) (4) for the purpose of 


ascertaining whether the locomotive, 
rail car or consist of a locomotive and 
rail cars conforms to the Railroad Noise 
Emission Standards of the Environmen¬ 
tal Protection Agency. 40 CFR Part 201 

§210.27 Operation standards. 

The operation standards for the noise 
emission levels of locomotives, rail cars 
or consist of a locomotive and rail cars 
are prescribed in 40 CFR Part 201. 

(a) Noise emission standards for loco¬ 
motives operating under sta tiona ry con¬ 
ditions are contained in 40 CFR 201.11. 

(b) Noise emission standards for loco¬ 
motives operating under moving condi¬ 
tions are contained in 40 CFR 201.12. 
Measurements for compliance with the 
standards prescribed in 40 CFR 201.12 
shall be made in compliance with the 
provisions of Subpart C of 40 CFR Part 
201 and the following: 

(1) Consists of locomotives contain¬ 
ing at least one locomotive unit manu¬ 
factured prior to December 31. 1979, 
shall be evaluate d for compliance in ac¬ 
cordance with 40 CFR 201.12(a); 

(2) Consists of locomotives composed 
entirely of locomotive units manufac¬ 
tured after December 31, 1979, shall be 
evaluated for compliance in accordance 
with 40 CFR 201.12(b). 

(3) If the built dates are not known 
to the inspector at the time of measure¬ 
ment, evaluation for compliance shall be 
made in accordance with 40 CFR 201.12 
(a). 

(c) Noise emission standards for rail 
cars operating under moving conditions 
are contained in 40 CFR 201.13. If speed 
measurement equipment used by the In¬ 
spector at the time of the measurement 
is not operating within an accuracy of 
5 mph, evaluation for compliance shall 
be made in accordance with 40 CFR 
201.13(2). 

§ 210.29 Measurement criteria ami pro¬ 
cedure*. 

The parameters and procedures for 
the measurement of the noise emission 
levels are prescribed in 40 CFR Part 201 

(a) Quantities measured are defined 
in 40 CFR 201.21. 

(b) Requirements for measurement 
instrumentation are prescribed in 40 
CFR 201.22. In addition the following 
calibration procedures must he utilized: 

<1H1) the sound level measurement 
system including the microphone must 
be calibrated and appropriately adjusted 
at one or more frequencies in the range 
from 250 to 1.000 Hz at the beginning 
of each series of measurements, at in¬ 
tervals not exceeding 1 (one) hour dur¬ 
ing continual use. and immediately fol¬ 
lowing a measurement indicating a 
violation. 

(ii) The sound level measurement sys¬ 
tem must be checked not less than once 
each year by its manufacturer, a repre¬ 
sentative of its manufacturer, or a per¬ 
son of equivalent special competence to 
verify that its accuracy meets the manu¬ 
facturer’s design criteria. 

(2) An acoustical calibrator of the 
microphone coupler type designed for 
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the sound level measurement system in 
use shall be used to calibrate the sound 
level measurement system in accordance 
with paragraph (b) (1) <i) of this section. 
The calibration must meet or exceed the 
ac curacy requirements specified in § 5.4.1 
of the American National Standard In¬ 
stitute Standard, “Methods for Measure¬ 
ments of Sound Pressure Levels/' (ANSI 
SI.13-1971)1 for field method measure¬ 
ments. 

(c) Acoustical environment, weather 
conditions and background noise require¬ 
ments are prescribed in 40 OPR 201.23; 
and in addition, measurement tolerances 
not to exceed 2dB(A) for a given meas¬ 
urement will be allowed to take into ac¬ 
count the effects of the following factors: 

(1) The common practice of reporting 
field sound measurements to the nearest 
whole decibel; 

(2) Variations resulting from commer¬ 
cial instrument tolerances; 

(3) Variations resulting from the to¬ 
pography of the noise measurement site; 

< 4) Variations resulting from atmos¬ 
pheric conditions such as wind, ambient 
temperature, and atmospheric pressure; 

(5) Variations resulting from reflected 
sound from small objects allowed within 
the test site; and 

<6) The interpretation of the effects of 
the above cited factors by enforcement 
personnel. 

<d) Procedures for the measurement 
of locomotive and rail car noise are pre¬ 
scribed in 40 CFR 201.24; and 

<D Accurate determination to within 
plus or minus 5 miles per hour of train 


speed (which may change during a pass- 
by) must be made as the train passes 
the microphone location, as defined in 
40 CPR 201.24, to determine the rail 
car compliance level specified in 40 CFR 
201.13 (1) or (2>. 

(2) Locomotives and rail cars tested 
pursuant to the procedu res prescribed 
in this part and in 40 CFR Part 201 
shall be considered in noncompliance 
whenever the test measurement, minus 
the appropriate tolerance, exceeds the 
noise emission levels prescribed in 40 
CFR 201.11, 201.12, or 201.13, as appro¬ 
priate. 

§ 210.31 Load cell lest. 

(a) Each locomotive built after De¬ 
cember 31, 1979, shall be tested for noise 
emission by load cell test in accordance 
with the criteria as prescribed in 40 CFR 
201.11, Railroad NoLse Emission Stand¬ 
ards, prior to being initially placed in 
service. 

(b) Each noise emission test shall be¬ 
gin after the engine of the locomotive 
has attained the normal cooling water 
operating temperature as prescribed by 
the locomotive manufacturer. 

(c) Noise emission testing in idle or 
maximum throttle setting shall start af¬ 
ter a 40 second stabilization period in 
the throttle setting selected for the test. 

(d) After the stabilization period as 
prescribed in paragraph (c) of this sec¬ 
tion, the noise level reading in dB(A) 
shall be observed for an additional 30 
second period in the throttle setting se¬ 
lected for the test. 


fe) The maximum noise level reading 
in dB<A) which is observed during the 
30 second period of time prescribed in 
paragraph (d) of this section shall be 
used for compliance pmposes. 

(f) The following data determined by 
stationary noise emission test during the 
load cell test prescribed in paragraph 
(a) of this section shall be recorded In 
the “Remarks" portion on the reverse 
side of Form FRA F618049. 

(1) Location of test; 

(2) Date of test; 

(3) Sound level at idle throttle setting 
in dB(A); and 

<4) Sound level at maximum throttle 
setting in dB(A). 

<g) After December 31,1976, the data 
required by paragraph (f) of this section 
will be determined and recorded for each 
locomotive to which the EPA standards 
apply whenever it is subjected to a load 
cell test for any reason. 

<h) Any locomotive to which the EPA's 
Railroad Noise Emission Standards apply 
that is found not to be in compliance 
therewith as the result of a pass-by test 
must be subjected to a load cell test or 
another pass-by test prior to return to 
service. 

(i) The last entry recorded on Form 
FRA F6180-49 as required by paragraph 
<f) of this section shall be transcribed 
to a new Form FRA F6180-49 when it is 
posted in the locomotive cab. 

(FR Doc.76-32741 Filed ll-5-76;8:45 am) 
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DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 
GRAIN STANDARDS 
Louisiana Grain Inspection Point 
Statement of Considerations 

The Louisiana Department of Agricul¬ 
ture, Baton Rouge, Louisiana, is desig¬ 
nated to operate as an official Inspection 
agency in accordance with the provisions 
of section 7(f) of the U.S. Grain Stand¬ 
ards Act (7 U.S.C. 79(f)). The Louisiana 
Department of Agriculture provides of¬ 
ficial inspection service in the designated 
inspection points of Lake Providence, 
Alexandria, Kinder, Mermentau, and 
Opelousas, Louisiana. A designated in¬ 
spection point is defined as a city, town, 
or other location assigned under the 
regulations to an official inspection 
agency for the conduct of official inspec¬ 
tions, and within which the official in¬ 
spection agency, or one or more of its 
licensed inspectors is located (7 CPR 
26.1(b) (13)). 

The Louisiana Department of Agricul¬ 
ture believes it can better serve the grain 
elevators in St. Landry and Evangeline 
Parishes if the inspection services at 
Opelousas, Louisiana, were moved to 
Eunice, Louisiana. Therefore, it has re¬ 
quested that its assignment of inspection 
points be amended in accordance with 
§ 26.99(b) of the regulations (7 CFR 
26.99(b)) under the U.S. Grain Stand¬ 
ards Act (7 U.S.C. 71 et seq.) to add 
Eunice, Louisiana, as a designated in¬ 
spection point and to revoke Opelousas, 
Louisiana, as a designated inspection 
point. 

Notice is hereby given that the Agri¬ 
cultural Marketing Service has under 
consideration the request from the 
Louisiana Department of Agriculture to 
add Eunice, Louisiana, as a designated 
inspection point, and to revoke Ope¬ 
lousas, Louisiana, as a designated in¬ 
spection point. 

Opportunity is hereby afforded all in¬ 
terested persons to submit written views 
and comments with respect to this mat¬ 
ter to the Hearing Clerk, U.S. Depart¬ 
ment of Agriculture. Washington, D.C. 
20250. All material submitted should be 
in duplicate and mailed to the Hearing 
Clerk not later than December 8. 1976. 
All materials submitted pursuant to this 
notice will be made available for public 
inspection at the Office of the Hearing 
Clerk during regular business hours (7 
CFR 1.27(b)). Consideration will be 
given to the views and comments so filed 
with the Hearing Clerk and to all other 
information available to the U.S. De¬ 
partment of Agriculture before final 


determination is made with respect to 
this matter. 

Done in Washington, D.C., on Novem¬ 
ber 3,1976. 

Donald E. Wilkinson, 

Administrator. 

|FR Doc.76-32726 Filed 11 5-76; 8:45 omJ 


SHIPPERS ADVISORY COMMITTEE 
Public Meetings 

Pursuant to the provisions of section 
10(a) (2) of the Federal Advisory Com¬ 
mittee Act (86 Stat. 770). notice is here¬ 
by given of meetings of the Shippers Ad¬ 
visory Committee established under 
Marketing Order No. P05 (7 CFR Part 
905). This order regulates the handling 
of oranges, grapefruit, tangerines, and 
tangelos grown in Florida and is effective 
pursuant to the provisions of the Agri¬ 
cultural Marketing Agreement Act of 
1937. as amended (7 U.S.C. 601-674). 
The committee will hold meetings on No¬ 
vember 23 and November 30. 1976, at 
10:30 a.m. in the A. B. Michael Auditor¬ 
ium of the Florida Citrus Mutual Build¬ 
ing, 302 South Massachusetts Avenue, 
Lakeland, Florida. 

The meetings will be open to the public 
and a brief period will be set aside at 
each meeting for public comments and 
questions. The agenda of each meeting 
includes analysis of current information 
concerning market supply and demand 
factors, and consideration of recommen¬ 
dations for regulation of shipments of 
the named fruits. 

The names of committee members, 
agenda, and other information pertain¬ 
ing to each meeting may be obtained 
from Frank D. Trovillion, Manager, 
Growers Administrative Committee, P.O. 
Box R. Lakeland, Florida 33802; tele¬ 
phone 813-682-3103. 

Dated: November 3,1976. 

William T. Manley, 
Deputy Administrator , 
Program Operations. 

(FR Doc.76-32775 Filed U-5-76;8:45 am) 

CIVIL AERONAUTICS BOARD 

| Order 76-9-75; Docket 27573; Agreement 
C.A.B. 26084; R-l and R-2] 

INTERNATIONAL AIR TRANSPORT 
ASSOCIATION 

Order Relating to Specific Commodity Rates 
Correction 

In FR Doc. 76-27928 appearing in the 
Federal Register at page 41738 on 
Thursday. September 23, 1976 the order 


number in brackets should have appeared 
as shown above. 


[Docket 29708] 

ARGO, S.A. CHARTER PERMIT APPLICA¬ 
TION (DOMINICAN REPUBLIC) 

Hearing 

Notice is hereby given, pursuant to the 
provisions of the Federal Aviation Act of 
1958, as amended, that hearing in the 
above-entitled matter is assigned to be 
held on December 7, 1976, at 9:30 a.m. 
(local time), in Room 1003, Hearing 
Room C. Universal North Building, 1875 
Connecticut Avenue, N.W., Washington. 
D.C. 

For information concerning the issues 
involved and other details in this pro¬ 
ceeding, interested persons are referred 
to documents in the docket of this pro¬ 
ceeding on file in the Docket Section of 
the Civil Aeronautics Board. 

Dated at Washington, D.O, Novem¬ 
ber 2, 1976. 

Katherine A. Kent. 

Administrative Law Judge. 

(FR Doc,76-32778 Filed 11-5-76:8:45 am] 


| Order 76 9-95; Docket 28844] 

LINEAS AEREAS COSTARRICENSES. S.A. 

Statement of Tentative Findings and Con¬ 
clusions and Order To Show Cause; 

Erratum 

In the matter of application of TIN¬ 
EAS AEREAS COSTARRICENSES. S.A. 
for renewal of a foreign air carrier per¬ 
mit pursuant to section 402 of the Fed¬ 
eral Aviation Act of 1958. 

Adopted bv the Civil Aeronautics 
Board at its office in Washington. D.C. 
on the 2Dth day of September. 1976. 

In footnote 3 of Order 76-9-95. pub¬ 
lished at 41 FR 41739, September 23.1976, 
the Board proposes to dismiss the ap¬ 
plication of Lineas Aereas Costarricenses, 
S.A. (LACSA) insofar as the carrier seeks 
expanded authority beyond its existing 
foreign air carrier permit. Due to a cleri¬ 
cal error, however, the dismissal of 
LACSA’s application for authority to 
serve a route between San Jose. Costa 
Rica and San Juan, Puerto Rico via 
Panama City, Panama was omitted from 
the Board’s tentative findings. Accord¬ 
ingly. tentative finding number 5 of 
Order 76-9-95 should read: 

5. That the application herein, insofar 
as it requests expanded authority to 
serve Dallas and Fort Worth, Texas 
Guatemala City, and San Juan, Puerto 
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Rico via Panama City, Panama, should 
be dismissed; 

By the Civil Aeronautics Board: 

Phyllis T. Kayor, 

Secretary, 

September 29,1976. 

|FR Doc.76-32779 Filed 11-6 -76; 8:45 am] 


[Order 76-10-126; Docket 28178] 

WORLD-JET INC. D/B/A SILVAS AIR 
LINES 

Order Setting Application for Hearing 

Application of WORLD-JET INC. dbaq-Jsl 

Application of WORLD-JET INC. 
d 'b/a SILVAS AIR LINES for issuance of 
a certificate of public convenience and 
necessity for supplemental air transpor¬ 
tation. 

Adopted by the Civil Aeronautics 
Board at its office in Washington, DC on 
the 27th day of October 1976. 

On August 15, 1975, World-Jet Inc. 
d/b/a Silvas Air Lines, hereinafter re¬ 
ferred to as “Silvas,’' a Nevada corpora¬ 
tion presently operating under Part 91, 
Subpart D of the F.A.R.’s, filed an appli¬ 
cation for a certificate of public conven¬ 
ience and necessity to engage in supple¬ 
mental air transportation with respect 
to persons and property as follows: 

Between any point in any State of the 
United States or the District of Columbia 
on the one hand, and points in Canada. Car¬ 
ibbean Mexico, Central, and South Ameri¬ 
ca, on the other hand. 

The applicant states that its base of 
operations will be Purdue University Air¬ 
port. West Lafayette, Indiana, and that 
it will serve the North Central States as 
Purdue Airlines did for the last thirty 
years. 1 

On September 17, 1975, Silvas filed a 
motion for hearing which was denied, 
pursuant to Order 76-2-43, February 12, 
1976, because the applicant had failed 
to make a prlma facie showing of fit¬ 
ness and a showing of benefit to the trav¬ 
eling public as a result of the proposed 
operations. In a pleading filed 2 J / 2 months 
late. Silvas petitioned the Board for re¬ 
consideration of Order 76-2-43, accom¬ 
panied by a motion for leave to file an 
otherwise unauthorized document. 3 In 
view of our action herein, Silvas' motion 
and petition will be dismissed as moot. 
We note, however, that good cause for 
filing the petition so late was not shown. 

On June 8. 1976, Silvas filed a second 
motion for hearing, accompanied by a 
number of exhibits which set forth cor¬ 
porate. financial, and managerial infor¬ 
mation about the applicant, projected 
revenues and expenses, forecasts of char¬ 
ier flights, and information regarding 
travel demand in the Midwest region of 
i he United States. Saturn answered in 
opposition to Silvas’ motion arguing that: 
f he motion should be denied because it 


R . p ordue s certificates were canceled by the 
ooard pursuant to Orders 75-3-75 and 75-3- 
^served March 24. 1975. 

tn t ^* itUru Airways filed a contingent answer 
ie petition for reconsideration. 


is a successive and repetitious motion for 
hearing, SilvasLtravel survey fails to take 
into account the charter operations of 
scheduled airlines in the Midwest, Silvas' 
profit forecast is inaccurate, and setting 
Silvas’ application would result in a re¬ 
run of the Supplemental Renewal Pro¬ 
ceeding. 

Upon consideration of the pleadings 
and all the relevant facts, we have de¬ 
cided to grant Silvas’ motion for hearing. 
While the showing of public need, par¬ 
ticularly for the international authority 
requested, the operational forecasts, and 
the information provided about Silvas 
have been minimal, it appears that the 
applicant has made a good-faith effort 
to provide the necessary information as 
described in Order 76-2-43. While we 
agree with Saturn that there are prob¬ 
lems with the applicant’s submissions, 
Silvas has attempted to make the mini¬ 
mal showing necessary in a motion for 
hearing. We would caution the applicant 
that the setting of this application for 
hearing should not be interpreted as an 
indication that the applicant has made 
the showing required for issuance of a 
certificate. 4 The Board’s normal hearing 
processes will apply, necessitating the 
submission of additional exhibits and 
cross-examination by all parties to the 
case, including intervenors. 4 

While we are willing to place in issue 
all authority requested by the applicant, 
there is one major defect in Silvas* ap¬ 
plication. It is apparent In the motion 
for hearing that the applicant is seeking 
domestic supplemental rights as well as 
certain international authority. The ap¬ 
plication in Docket 28178, however, does 
not request domestic authority. We will 
place domestic rights in issue, however, 
contingent upon the filing of an appro¬ 
priate amendment to the application in 
Docket 28178 within 20 days of the date 
of service of this order. 

We also note that the applicant did not 
file an environmental evaluation with its 
motion for hearing as required by Part 
312. We hereby direct the applicant to 
file this evaluation within 30 days of the 
date of service of this order. 

Accordingly, it is ordered that: 


3 Prior to the issuance of a certificate to 
engage in supplemental air transportation, 
section 401(d) (3) of the Federal Aviation Act 
requires that the Board find the applicant 
to be ‘fit, willing, and able properly to per¬ 
form the transportation covered by the ap¬ 
plication • • • • Moreover, the proposal of 
such an applicant is to be Judged by the 
Board against the public convenience and 
necessity standard, which is likewise em¬ 
bodied in section 401(d) (3). While previously 
in this order we have spoken of the appli¬ 
cant's good-faith effort to comply with the 
requirements of Order 76-2^43, we wish to 
note that upon completion of the hearing 
authorized today, we will evaluate this appli¬ 
cation. like all other such applications, in 
light of the standards established In section 
401. See generally Supplemental Air Service 
Proceeding. 46 C.A.B. 231, 267 (1966). 

* Saturn has filed a number of pleadings 
In this docket and will, therefore, be made 
a party to the proceeding instituted herein, 
without the necessity of a petition for leave 
to Intervene. 


1. The motion for hearing filed by 
World-Jet Inc. d/b/a Silvas Air Lines in 
Docket 28178 on June 8, 1976, be and it 
hereby Ls granted and the application in 
Docket 28178 shall be set down for hear¬ 
ing before an administrative law judge 
of the Board at a time and place here¬ 
inafter designated, as the orderly admin¬ 
istration of the Board’s docket permits; 

2. The issues in the proceeding insti¬ 
tuted herein shall include the following: 

(a) Do the public convenience and ne¬ 
cessity require the certification of World- 
Jet Inc. d/b/a Silvas Air Lines to engage 
in supplemental air transportation with 
respect to persons and property between 
any point in any State of the United 
States or the District of Columbia, on the 
one hand, and: 

<i) Any other point in any State of the 
United States or the District of Colum¬ 
bia; 1 

(ii) Points in Canada; 

(iii) Points in the Caribbean; 

(iv) Points in Mexico; 

(v) Points in Central America; and/or 

(vi) Points in South America; on the 
other hand? 

(b) If so, what terms, conditions, and/ 
or limitations should be placed on the 
operation of such carrier? 

3. Saturn Airways, Inc. be and it 
hereby is made a party to the proceeding 
in Docket 28178; 

4. The motions for leave to file un¬ 
authorized documents filed by World-Jet 
Inc. d/b/a Silvas Air Lines and Saturn 
Airways, Inc. and the petition for recon¬ 
sideration of Order 76-2-43 filed by 
World-Jet Inc. d/b/a Silvas Air Lines 
in Docket 28178 be and they hereby are 
dismissed as moot; 

5. Applications, motions to consolidate, 
and petitions for reconsideration of this 
order shall be filed 20 days from the 
date of service of this order, and answers 
thereto shall be filed 10 days thereafter; 

6. World-Jet Inc. d/b/a Silvas Air 
Lines shall file an environmental evalua¬ 
tion pursuant to § 312.12 of the Board’s 
Procedural Regulations within 30 days 
of the date of service of this order; and 

7. This order shall be served upon all 
certificated air carriers. 

Tliis order will be published in the 
Federal Register. 

By the Civil Aeronautics Board: 

Phyllis T. Kaylor, 
Secretary. 

|FR Doc.76-31780 Filed ll-5-76;8:45 ami 


[Order 76-9-80; Dockets Nos. 29789; 29790; 
22487; 22414; 22418: 27707; 27709. 27710; 
22365; 24766; 24767; 25799; 27601; 26649; 
22436; 27542; 27603; 28326; 28327; 25776] 

AMERICAN AIRLINES, INC. ET AL. 
Order Instituting Investigations; Erratum 

Adopted by the Civil Aeronautics 
Board at its office in Washington. DC. 
on the 15th day of September, 1976. 


A Contingent upon the filing of an amend¬ 
ment to the application tn Docket 28178 
requesting such authority within 20 days of 
the date of service of this order. 
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In the matter of Houston/New Or¬ 
leans-Yucatan route proceeding and 
Dallas/Fort Worth-Western Mexico 
route proceeding. 

Order 76-9-BO, September 15, 1976 
published at 41 FR 41450 9-22-76 inad¬ 
vertently included Docket 21011, Texas 
International's application for Route S 
authority, which was consolidated into 
the Texas-Mexico Service Investigation 
(Docket 23167) and denied by Order 72- 
7-49, approved July 13, 1972. Reference 
to Docket 21011 should be deleted in the 
caption. Eastern Air Lines' application in 
Docket 24767, to the extent it conforms 
with the scope of the issues, in the Dal¬ 
las/Fort Worth-Western Mexico Route 
Proceeding. Docket 29790. was inadvert¬ 
ently excluded and should have been in¬ 
corporated. Therefore, the caption in 
Order 76-9-60 should include Eastern's 
Docket 24767. Ordering paragraph 6 
should also be amended to read as 
follows: 

6. The applications of American Air¬ 
lines (Docket 22487), Braniff Airways 
(Docket 22418), Delta Air Lines (Docket 
22365), Eastern Air Lines (Docket 
24767), and Ozark Air Lines (Docket 
26649), to the extent they conform 14 
with the investigation in the proceeding 
instituted in paragraph 2, above, be and 
they hereby are consolidated in the 
Dallas/Fort Worth-Western Route Pro¬ 
ceeding, Docket 29790; 

Order 76-9-80, September 15, 1976, in¬ 
advertently failed to consolidate Conti¬ 
nental Air Lines* application in Docket 
27709, to the extent it conforms with the 
scope of the Houston/New Orleans- 
Yucatan Route Proceeding. Docket 
29789. Therefore, the caption of Order 
76-9-80 should include Continental's 
Docket 27709 and Ordering paragraph 5 
should read as follows: 

5. The applications of Braniff Airways 
(Docket 22414), Continental Air Lines 
(Dockets 27707, 27709, 27710), Eastern 
Air Lines (Docket 24766>, National Air 
Lines (Docket 27601). Texas Interna¬ 
tional Airlines (Dockets 22436, 27542), 
and United Air Lines (Dockets 27603, 
28326, 28327). to the extent they con¬ 
form ia with the investigation in the pro¬ 
ceeding instituted in paragraph 1, above, 
be and they hereby are consolidated in 
the Houston/New Orleans-Yucatan 
Route Proceeding, Docket 29789; 

By the Civil Aeronautics Board. 

Phyllis T. Kaylor. 

Secretary. 

[PR Doc.76-32781 Filed 11-5-76:8:45 amj 


DEPARTMENT OF COMMERCE 

Economic Development Administration 
1980 WINTER OLYMPIC GAMES 
Meeting 

In accordance with section 102(c) of 
the National Environmental Policy Act 
of 1969 (Pub. L. No. 91-190), announce¬ 
ment is made of the following public 
meetings regarding the Economic De¬ 
velopment Administration's (EDA* draft 
Environmental Impact Statement for 
the 1980 Winter Olympic Games: 


Date: November 10, 1976. 

Place: Olympic Arena Addition, Main Street, 
Lake Placid, New York. 

Time: 10 am. to 12:30 p.m., 1:30 p.m. to 6 
p.m., 7 p.m. to 9 p.m, and 
Date: November 18. 1976. 

Place: Hearing Room A, Legislative Office 
Building. Empire State Mall, Albany, New 
York. 

Time: 10 am. to 12:30 p.m., 1:30 pm. to 6 
p.m., 7 pm. to 9 pm. 

Purpose of Meeting: EDA wUl discuss and 
solicit public comments on its draft Environ¬ 
mental Impact Statement for the 1980 
Winter Olympic Games. 

Interested persons desiring to make 
oral statements at these meetings should 
notify EDA in advance. However, un¬ 
scheduled oral presentations will be al¬ 
lowed at the meetings if time is available. 

All communications regarding these 
meetings should be addressed to Mr. 
John E. Hansel, Economic Development 
Administration, U.S. Department of 
Commerce, Room 7126, Washington. D.C. 
20230, (202)377-4208. 

Dated: November 2,1976. 

John W. Eden, 
Assistant Secretary 
for Economic Development. 

(FR Doc.76-32752 Filed 11-6-76;8:45 ami 


National Bureau of Standards 

PROPOSED DISCONTINUANCE OF CER¬ 
TAIN NBS RADIO BROADCAST SERVICES 

Request for Public Comment 

Correction 

In FR Doc. 76-32069 appearing at page 
47981 in the issue for Monday. Novem¬ 
ber 1, 1976. in the second full paragraph, 
first column, page 47982. the price of the 
NBS report, now reading '‘$15.0", should 
read “$1.50". 

COMMISSION OF FINE ARTS 

MEETING 

November 1, 1976. 

The Commission of Fine Arts will meet 
in open session on Tuesday, November 23, 
1976. at 10:00 a.m. in the Commission 
offices at 708 Jackson Place, N.W., Wash¬ 
ington. D.C. 20006, to discuss various 
projects affecting the appearance of 
Washington, D.C. 

Inquiries regarding the agenda or re¬ 
quests to submit written or oral state¬ 
ments shall be addressed to Charles H. 
Atherton, Secretary, Commission of Fine 
Arts, at the above address. 

Charles H. Atherton. 

Secretary. 

|FR Doc.78-32790 Filed 11-5-76:8:45 am] 

ENVIRONMENTAL PROTECTION 
AGENCY 

(FRL 635-7; OPP-42034J 

STATE OF NORTH DAKOTA 

Submission of State Plan for Certification 
of Pesticide Applicators 

In accordance with the provisions of 
section 4(a)(2) of the Federal Insecti¬ 
cide, Fungicide, and Rodenticide Act 


(FIFRA), as amended (86 Stat. 973; 7 
U.S.C. 136) and 40 CFR Part 171, the 
Honorable Arthur A. Link, Governor, 
State of North Dakota, has submitted a 
State Plan for the Certification of Com¬ 
mercial and Private Applicators of Re¬ 
stricted Use Pesticides to the Environ¬ 
mental Protection Agency (EPA), for ap¬ 
proval. All legal authorities necessary to 
implement the State Plan have been 
enacted. 

Notice is hereby given of the inten¬ 
tion of the Regional Administrator, EPA. 
Region VIII, to approve this Plan. A 
summary of this Plan follows. The en¬ 
tire Plan, together with all appendices 
(except sample examinations), may be 
examined during normal business hours 
at the following locations: 

1. State Capitol. Bismarck, North Dakota. 
Department of Agriculture, telephone (701) 
224-2232. 

2. Room 2013. i860 Lincoln Street, Den¬ 
ver. Colorado 80203 (Pesticides Branch. Air 
and Hazardous Materials Division. EPA Re¬ 
gion VIII), telephone (303) 837-3926. 

3. Room 401. East Tower, Waterside Mall, 
401 M Street. S.W., Washington. D.C. 20460 
(Federal Register Section, Technical Services 
Division. WH—569). Office of Pesticide Pro¬ 
grams. EPA, telephone (202) 755-4854. 

Summary of State Plan 

The North Dakota Department of 
Agriculture has been designated the State 
lead agency for the administration of the 
pesticide applicator certification pro¬ 
gram. The North Dakota Pesticide Act of 
1975 provides for the creation of a Pes¬ 
ticide Control Board to administer the 
Act and the certification program. This 
Board consists of the Commissioner of 
Agriculture, who is also the Board chair¬ 
man, the Director of the State Coopera¬ 
tive Extension Service and the Director 
of the State Agricultural Experiment 
Station. The North Dakota Department 
of Agriculture is responsible for the en¬ 
forcement of the Act. 

The State Cooperative Extension Serv¬ 
ice, which has an EPA approved train¬ 
ing plan, has the overall responsibility 
for the State-wide pesticide applicator 
certification training program, includ¬ 
ing preparing training materials and ex¬ 
aminations. and distributing training 
manuals and other materials. The State 
Extension Service's county agents are re¬ 
sponsible for the actual training and cer¬ 
tification. 

Legal authority for the program is con¬ 
tained in the “North Dakota Pesticide 
Act of 1975" and “Rules and Regulations 
of the North Dakota Pesticide Control 
Board". Copies of these legal authorities 
are attached to the State Plan. 

The Plan indicates that adequate per¬ 
sonnel are available to the Department o 
Agriculture and cooperating agencies t 
carry out the certification program, i n 
Plan includes a budget for the 
program within the Department of A8 1 ' 
culture for the 1975-1977 biennium, this 
budget includes Federal monies avaiiaD 
for applicator certification. A propos 
budget for the biennium 1977-1979 is ak° 
attached to the Plan. * 

The Pesticide Control Board will sub¬ 
mit an annual report to EPA on or e 
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fore March 1 of each year and other re¬ 
ports requested by the Administrator of 

EPA. 

North Dakota estimates that approxi¬ 
mately 3,343 commercial and 40.000 pri¬ 
vate applicators will need to be certified. 
Both certified commercial and private 
applicators will be issued certification 
credentials. The commercial applicator's 
credential will indicate which category (s) 
he Is certified in. 

The commercial applicator categories 
in the plan are the same as those in 40 
CFR 171.3(b) with the exception of 
‘Aquatic Pest Control" and “Forest Pest 
Control". The State of North Dakota will 
not use these two categories. 

The standards of competency for com¬ 
mercial applicators in North Dakota are 
the same as those in 40 CFR 171.4 (b) 
and (c) and 171.6. All commercial appli¬ 
cators will be required to pass written 
examinations covering both the general 
standards and the specific standards for 
the category in which they wish to be¬ 
come certified. All written examinations 
will be administered by the county ex¬ 
tension agents with the county treasurer 
issuing the certification credential. All 
commercial applicators shall renew their 
certification by passing a written exam¬ 
ination or by attendance at an approved 
training course at least every three 
years. 

The standards of competency for pri¬ 
vate applicators are the same as those 
listed in 40 CFR 171.5 and 171.6. Private 
applicators will be certified by one of four 

options: 

1. Attendance at an approved train¬ 
ing course presented by the county ex¬ 
tension service. These courses will in¬ 
clude a procedure to determine learning¬ 
teaching effectiveness. 

2. Completion of an auto-tutorial in¬ 
struction course at the appropriate coun¬ 
ty extension agent’s office. This option 
will also include a procedure to deter¬ 
mine learning-teaching effectiveness. 

3. Completion of a take-home self- 
study program, including a procedure to 
determine learning-teaching effective¬ 
ness. 

4 Passing of a dealer’s licensing ex¬ 
amination or commercial applicator’s 
licensing examination. 

All private applicators are required 
to be certified by the county extension 
agent in their county of residence. All 
pnvate applicators are required to be 
recertified at least every five years. Re¬ 
certification can be obtained by com¬ 
pletion of any one of the four options 
listed above. 

An applicator who can not read may 
oe certified by the completion of a course 
ora l instruction. This oral instruc¬ 
tion will be administered by the local 
county extension agent and will author- 
Ule applicator to purchase and use 

my those products for which he lias 
demonstrated competence. 

Dakota will also employ a pro- 
flnwff 6 certi *y individuals as private 

PPiicators in the case of an emergency, 
applicator can be certified on an 

mergency basis by completion of a 


course of oral instruction at his local 
county extension agent’s office. Such 
private applicator certification shall be 
for a single restricted use pesticide and 
shall expire sixty days from issuance. 
An applicator can be issued an emer¬ 
gency certification only once. 

Sample examinations for commercial 
applicators are attached to the Plan. 
However, in view of the need to preserve 
the confidentiality of the examination 
format, these examinations have been 
removed from the public inspection 
copies of the Plan. 

The Plan provides for a statement 
concerning the Government Agency 
Plan (GAP) to be forwarded to EPA 
within 60 days after the approval of the 
GAP by EPA. 

The North Dakota Pesticide Control 
Board has not entered into any agree¬ 
ments with Indian tribes in North Da¬ 
kota. Any agreements which are made 
will be forwarded to EPA as part of the 
Plan. 

The North Dakota Pesticide Control 
Board has not entered into any recip¬ 
rocal agreements with other states. Any 
agreements which are made will be for¬ 
warded to EPA as a part of the Plan. 

Other North Dakota regulatory activi¬ 
ties and authorities are pesticide regis¬ 
tration, dealer licensing and regulation, 
equipment inspection, product sampling 
and analysis and disposal, transporta¬ 
tion, storage and application require¬ 
ments. 

A regular program of inspection, prod¬ 
uct sampling, and follow up investiga¬ 
tions of accidents and complaints will be 
conducted by Department of Agriculture 
personnel. 

Public Comments 

Interested persons are invited to sub¬ 
mit written comments on the proposed 
State Plan for the State of North Dakota 
to the Chief, Pesticides Branch (8AH-P), 
Environmental Protection Agency, Re¬ 
gion VIII, 1860 Lincoln Street, Suite 103, 
Denver, Colorado 80203. The comments 
must be received on or before December 
8, 1976, and should bear the identifying 
notation (OPP-42034). All written com¬ 
ments filed pursuant to this notice will 
be available for public inspection at the 
above mentioned locations from 8:30 
a.m. to 3:30 p.m., Monday through 
Friday. 

Dated: October 20, 1976. 

John A, Green. 

Regional Administrator. 

|PR Doc.70-32646 FUed 11-6-76;8:45 am] 


FEDERAL COMMUNICATIONS 
COMMISSION 

(Report No. 829] 

COMMON CARRIER SERVICES 
INFORMATION 

Applications Accepted for Filing 

October 26. 1976. 

The applications listed herein have 
been found, upon initial review, to be 


acceptable for filing. The Commission re¬ 
serves the right to return any of these 
applications, if upon further examina¬ 
tion, it is determined they are defective 
and not in conformance with the Com¬ 
mission’s rules and regulations or its 
policies. 

Final action will not be taken on any 
of these applications earlier than 31 days 
following the date of this notice, except 
for radio applications not requiring a 30 
day notice period (See section 309(c) of 
the Communications Act), applications 
filed under Part 68, applications filed un¬ 
der Part 63 relative to small projects, or 
as otherwise noted. Unless specified to 
the contrary, comments or petitions may 
be filed concerning radio and section 214 
applications within 30 days of the date 
of this notice and within 20 days for 
Part 68 applications. 

In order for an application filed under 
Part 21 of the Commission’s Rules (Do¬ 
mestic Public Radio Services) to be con¬ 
sidered mutually exclusive with any other 
such application appearing herein, it 
must be substantially complete and tend¬ 
ered for filing by whichever date is ear¬ 
lier: (a) The close of business one busi¬ 
ness day preceding the day on which the 
Commission takes action on the previ¬ 
ously filed application; or (b) within 
60 days after the date of the public no¬ 
tice listing the first prior filed applica¬ 
tion (with which the subsequent appli¬ 
cation is in conflict) as having been ac¬ 
cepted for filing. In common carrier radio 
services other than those listed under 
Part 21, the cut-off date for filing a mu¬ 
tually exclusive application is the close 
of business one business day preceding 
the day on which the previously filed ap¬ 
plication is designated for hearing. With 
limited exceptions, an application which 
is subsequently amended by a major 
change will be considered as a newly filed 
application for purposes of the cut-off 
rule. (See §$ 1.227(b) (3) and 21.30<b> 
of the Commission’s rules.) 

Federal Communications 
Commission, 

Vincent J. Mullins, 

Secretary. 

Applications Accepted For Filing: 

DOMESTIC PUBLIC LAND MOBILE RADIO SERVICE! 

20025-CD-P-77. Sonoma Communications. 
Inc. (New), C.P. for a new 1-way station 
to operate on 158.70 MHz to be located at 
1100 Country Club Drive, Petaluma, Cali¬ 
fornia. 

20026-CD-P-77, Berkshire Communicators, 
Inc. (KCA237), C.P. to relocate facilities 
operating on 152.09 MHz at Loc. #1: Corner 
of Lakeway Drive & Valentine Road, Pitts- 
held. Massachusetts. 

20027—CD-P-77, Portable Communications, 
Inc. (KTS238), C.P. for additional Control 
facilities to operate on 459.075 MHz at 
Loc. #1; #1 Marine Midland Center, Buf¬ 
falo, New York. 

20028-CD-P-77. Professional Communica¬ 
tions, Inc. (New), C.P. for a new 1-way 
station to operate on 158.70 MHz to be lo¬ 
cated on Rt. 20, North Kingsville, Ohio. 
20029-CD-P-77, Dakota Radio Paging, Inc. 
(KQK777), C.P. for additional facilities to 
operate on 152.18 MHz at a new Loc. #3: 
Orchard Heights, East of 8ioux Falls, South 
Dakota. 
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20030-CD-P-(2) -77. Rockford Communica¬ 
tions Company. Inc. (KSJ610), C.P. to re¬ 
locate facilities, change antenna system 
and replace transmitter operating on 
459.100 MHz Repeater at Loc. #2: % mile 
East of Route 173 on Nimitz Rd. and *4 
east of Loves Park, Rockford, Illinois; and 
to change antenna system and replace 
transmitter operating on 454.000 MHz Con¬ 
trol at Loc. #3: 1008 Elm Street, Rockford, 
Illinois. 

20031 -CD-P- (2) -77. Central Radio Tele¬ 
phone, Inc. (KMM599), C.P. for additional 
facilities to operate on 454.100 & 454.275 
MHz at a new Loc. #3: 3031 Tisch Way. 
San Jose. California. 

20032-CD-MP- (4) —77. Radio Telephone Com¬ 
pany of Gainesville, Inc. (KIY464). C.P. to 
change antenna system and replace trans¬ 
mitter operating on 454.125, 454.300 & 
454.350 MHz at Loc. #1: 540 Corporation 
Avenue, Daytona Beach; and to relocate 
facilities operating on 454.150 MHz at Loc. 
£2: 4.5 miles WNW of Edgewater. Florida. 
20033-OD-P-77, Patterson Anserphone Com¬ 
munication Enterprises. Inc. d/b/a Anser- 
phone (KIG841). C.P. to relocate facilities, 
change antenna system and replace trans¬ 
mitter operating on 152.15 MHz at Loc. £2: 
4812 Six Forks Road. Raleigh, North Car¬ 
olina. 

20034— CD-P-77, Denver & Ephrata Telephone 
& Telegraph Company (KGI782), CP. to 
change antenna system operating on 
152.84 MHz at Loc. #1: Ephrata Township 
Road. 0.8 mi. east of Ephrata. Pennsylvania. 
20035- CD-P-77. Hofmann Telephone Answer¬ 
ing Service. Inc. (New). C.P. for a new 
station to operate on 152.03 MHz to be lo¬ 
cated 0.6 ml. north of Mllridge school, 
Danbury. Connecticut. 

20036-CD-MP-77, Airsignal of California, Inc. 

(KQZ798), C.P. to relocate facilities and 
change antenna system operating on 158.70 
MHz at Loc. #2: 109 N. Douty Street. Han¬ 
ford, California. 

20037-CD-P-77. Asta, Inc. (KWU306). C.P. 
for additional facilities to operate on 454.- 
325 MHz located at 402 North Main Street. 
Anderson. South Carolina. 

20038 -CD-P-77, Abe Thorny d/b/a Able An¬ 
swering Service (New), C.P. for a new 1- 
way station to operate on 152.24 MHz to be 
located at Rts. 95 & 20 intersection West 
of Florence. South Carolina. 

20039- CD-P-77. Withers Communications 
Company (New). C.P. for a new 1-way 
station to operate on 152.24 MHz to be 
located at Flint Hill. Cape Girardeau. 
Missouri. 

20040-CD-P- (2) -77. General Telephone Com¬ 
pany of California (KSV984), C.P. for addi¬ 
tional facilities to operate on 152.84 MHz 
at new Loc. #4: 2320 Junipero Avenue. 
Signal Hill; and same faculties at new Loc. 
if5: 10960 Wtlshire Boulevard. Westwood. 
California. 

20041-CD-P-(2)-77. Airsignal International. 
Inc. (KFL895), C.P. to change antenna 
system and replace transmitter operating 
on 152.06 & 152.18 MHz located at 4212 
30th Street W., Bradenton. Florida. 

Correction 

20005-CD-P-77. Answer Iowa. Inc. (KWU- 
201). Correct entry on PN jr827 dated 
October 12. 1976 to read as foUows: (KFJ- 
900). C-P. for additional facilities to oper¬ 
ate on 152.18 MHz at new Loc. #2: 5th 
Avenue West at 12th Street. Duluth, 
Minnesota. 

Informative 

It appears that the following applications 
may be mutually exclusive and subject to 
the Commission's rules regarding Ex Parte 
presentations by reasons of potential elec¬ 
trical interference. 


158.70 MHz 

Lehigh Valley, Allentown, Pennsylvania. 

21564-CD-P-76. (KWU325). 

Radio Broadcasting Company. Allentown, 
Pennsylvania. 21873-CD-P-76. (KTS280). 

RURAL RADIO 

60007-CR- P-77. RCA Alaska Communica¬ 
tions, Inc. (New), C.P. for a new Rural 
Subscriber station to operate on 157.86 
MHz located Small town 190 miles east of 
Fairbanks, Alaska. 

60008-CR-P-77, RCA Alaska Communica¬ 
tions, Inc. (New). C.P. for a new Central 
Office station to operate on 152.60 MHz lo¬ 
cated hi Village 3 miles east of Eagle. 
Alaska. 

Correction 

60004-CR-P-77. The Mountain States Tele¬ 
phone and Telegraph Company (New), 
Correct File Number to read 60004-CR- 
P/L-77. All other particulars remain as 
reported on PN #828 dated October 18, 
1976. 

OFFSHORE RADIO TELECOMMUNICATIONS SERVICE 

Major Amendment 

Gulf of Mexico. The Offshore Telephone 
Company (new). Delete frequencies 
491.025, 491.075, 491.100 and 491.125 MHz. 
Add frequencies 491.225 and 491.300 MHz. 
All other particulars are to remain as re¬ 
ported on PN No. 824 and 826 dated Sep¬ 
tember 20, 1976 and September 27. 1976. 

POINT TO POINT MICROWAVE RADIO SERVICES 

8237-CF-R-76, American Telephone and Tele¬ 
graph Company (KEF72). within Con¬ 
tinental Limits USA application for re¬ 
newal radio station license (Develop¬ 
mental) expiring on 11/1/76 term 11/1/70 
to 11/1/77. 

83-CF-MP-77. Commonwealth Telephone 
Company (WBB362). Lat. 41*3526" N.. 
Long. 76°02'48" W. C.P. to Increase struc¬ 
ture and move antenna on frequencies 
11075V MHz toward Wyalustng, Pennsyl¬ 
vania on azimuth 300.6* and 11075V MHz 
toward Tunkhannock, Pennsylvania on 
azimuth 119.7®. 

91- CF-P—77, RCA Global Communications. 
Inc. Dan Dan 2.6 miles N NW of Inarajan, 
Guam Lat. 13°18'33" N., Long. 144*44' 
03" E.C.P. for a new station on frequencies 
6745V 6805V MHz toward Asalonsa with 
passive reflector on azimuth 82.3* and from 
passive reflector to Yona, Guam on azimuth 
2 . 8 °. 

92- CF-P-77. RCA Global Communications. 
Inc. (KUA53). 1.5 miles WNW of Yona. 
Guam Lat. 13°25'00" N.. Long. 114*44'57" 
E.. C. P. to add a new point communication 
on frequencies 6585H C645H MHz toward 
Asalonsa with passive reflector on azimuth 
182.8* and from passive reflector to Dan 
Dan, Guam on azimuth 262.3°. 

93- CF-R-77. Michigan Bell Telephone Com¬ 
pany (KKU73). any temporary location ap¬ 
plication for renewal radio station license 
(Developmental) expiring on 11/12/76 
term 11/12/76 to 11/12/77. 

104-GF-P-77. New York Telephone Company 
(KEH95), any temporary fixed location 
within territory of the grantee. Application 
for renewal radio station license (Develop¬ 
mental) expiring on 11/12/76 term 11/12/ 
76 to 11/12/77. 

156-CF-P-77. South Central Beil Telephone 
Company (KLU69), N O Broadmr 3951 
Erato Street, New Orleans, Louisiana Lat. 
29*57' 14" N., Long. 90°05'54" W., C.P. to 
add a new point communication on fre¬ 
quencies 6256.5V 6286.2H 6404.8H MHz 
toward Lacombe on azimuth 16.7*. 


157- CF-P-77, Same (New), 2.5 miles NW of 
Lacoinbe, Louisiana Lat. 30®20'25" N.. 
Long. 89®57'53" W.. C.P. for a new station 
frequencies 6004.5H 6034.2V MHz toward N 
O Broadmr on azimuth 196.8°, 5974 .8H 
6152.8H MHz toward Slidell on azimuth 
112.5° and 10755V MHz toward Mandevllle 
on azimuth 281.6°. 

158- CF-P-77, Same (KLU71) Cousin and 
Carey Street Slidell, Louisiana Lat. 
30°16'30" N., Long. 89°47'02" W. C.P. to 
add a new point communication on fre¬ 
quencies 6226.9V 6404.8V MHz toward 
Lacombe on azimuth 298.6°; change fre¬ 
quency 6330.7V to 6197.2H MHz toward 
Covington and replace and move antenna. 

159- CF-P-77, Same (KTF65) 410 East Rut¬ 
land Street Covington, Louisiana Lat. 
30*28'29" N., Long. 90°05'52" W., C.P. to 
change frequencies 5960.0V 6049.0V to 
5945.2V MHz toward Slidell on 151.2’; and 
move and replace antenna. 

176- CF-P-77, South Central Bell Telephone 
Company (KYS48), 232 W. Lexington Ave„ 
Winchester. Kentucky Lat. 37°59'35" N., 
Long. 84° 11'02" W. C.P.. to replace trans¬ 
mitter and change frequency 4050V to 
3870H MHz toward Centerville. Kentucky. 

177- CF-P-77, Same (KYC46), 0.4 mile N of 
Centerville, Kentucky Lat. 38°13'43" N.. 
Long. 84®23'20" W., C.P. to replace trans¬ 
mitter and change frequency 3770V to 
3910H MHz toward Winchester, Kentucky. 

148- CF-MP-77, United States Transmission 
Systems. Inc. (WBA834), One American 
Place, Baton Rouge. Louisiana (Lat. 
30°27'06" N., Long. 90°11'14" W.) : CP to 
add 6226.9H MHz toward Prairevllle. Loui¬ 
siana. on azimuth of 127.7°. 

149- CF-77, United States Transmission Sys¬ 
tems. Inc. (New), Prairevllle, Louisiana 
(Lat. 30° 17'46" N.. Long. 90°57'17" W.) 
CP for a new station—5945.2H MHz toward 
Baton Rouge & Central, both in Louisiana, 
on azimuths 307.8 & 159.9°, respectively. 

150 - CF-P-77. Same (New), 2.2 miles NE of 
Romeville. Louisiana (Lat. 30°05'12" N„ 
Long. 90°51'59" W.)CP for a new sta¬ 
tion—6225.9H MHz toward Prairevllle and 
6226.9V MHz toward Thlbodaux, both in 
Louisiana, on azimuths 339.9 & 174.7 re¬ 
spectively. 

151- CF-P-77, Same (New). 1.0 mile W of 
Schrlever, Louisiana (Lat. 29*44'47" N. 
Long. 90°49'50" W.)CP for a new sta¬ 
tion—5945.2V MHz toward Central and 
5974 8H MHz toward Des Allenmnds, both 
In Louisiana on azimuths 354.8 & 77.1', re¬ 
spectively. 

152- CF-P-77. Same (New). 1.5 miles E of DM 

Allemands, Louisiana (Lat. 29®49'33 N- 
Long. 90*25'44" W.) :. CP for a new sta¬ 
tion—6197.2H MHz toward Thlbodaux and 
6286.2V MHz toward New Orleans, both in 
Louisiana on azimuths 257.3 & 36.6', re¬ 
spectively. . 

153- CF-77. Same (New). Plaza Tower. New 
Orleans, Louisiana (Lat. 29*56'46 
Long. 90*04'34" W.)CP for a new sta¬ 
tion—6004.5 MHz toward Des Allemands. 
Louisiana on azimuth 248.7°. 

61-CF-P-77, American Television Relay (KNK 
67), Toro Peak, 14 miles SSW of Palm Des¬ 
ert. California. (Lat. 33°31'32" N.. Long. 
116 e 25'30" W.): Construction permit to 
change frequencies to 6419.6H MHz towar 
Ei Centro and Desert Center, both In Ca - 
fornia. on azimuths 134.6 and 75.9 \ re¬ 
spectively. 

102-CF-P-77, United Video. Inc. (WAH 5TOJ. 
2 miles South of Ottumwa, Iowa. (Lat. 4 
58'09.0" N., Long. 02°25'15.O" W.): Ootv- 
struction permit to change frequency 
6256.5H MHz toward Albia, Iowa, on a 
muth 282.4°. 
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103-CF-P-77. United Video, Inc. (WAH 574), 

! mile East of Albla, Iowa. (Lat. 41°01'44" 
N., Long. 92°47'03" W.) : Construction per¬ 
mit to add 5974.8H MHz toward Centerville, 
Iowa on azimuth 194.7° and to change fre¬ 
quency to 5974.8H MHz toward Chariton, 
Iowa, on azimuth 267.6°. 

132- CF-F-77, Maine Microwave, Inc. (New), 
2.6 miles SW of Millinocket, Maine. (Lat. 
45 u 38'52" N.. Long. 68°45'08" W.): Con¬ 
struction permit for new station — 6182.4V 
and 6241.7V MHz toward Bear Mtn., Maine, 
on azimuth 26.2°. (Note: Applicant re¬ 
quests waiver of Section 21.701(1) of the 
Commission’s Rules). 

133- CF-P-77, Maine Microwave, Inc. (KCK 

58) , Bear Mtn.. 8 miles North of Patten, 
Maine. (Lat. 46°07'17" N., Long. 68°25'00" 
W.) : Construction permit to replace trans¬ 
mitter, correct coordinates and to increase 
antenna structure height — 5937.5H and 
5996. 8H MHz toward Quoogy Joe. Maine. 

134- CF-P-77. Maine Microwave, Inc. (KCK 

59) , Quoogy Joe, 6.5 miles South of Presque 
Isle. Maine. (Lat. 46°36'15" N.. Long. 68° 
00'30" W.): Construction permit to replace 
transmitter, increase antenna structure 
height, increase power output, to add 6087. 
5H and 6096,8H MHz toward Mars Hill, 
Maine, on azimuth 135.6° and to change 
frequency to 6087.5H and 6098.H MHz to¬ 
ward Van Buren, Maine. 

135- CF-P-77. Maine Microwave, Inc. (WPE 
76), 1 mile South of Van Buren. Maine. 
(Lat. 47«08'40” N.. Long. 67°57'30" W.): 
Construction permit to replace transmit¬ 
ter— 5996.8H and 5937.5H MHz toward Ma- 
dawaska, Maine. 

I PR Doc.76-32763 Filed 11-5-76:8:45 ami 


[Docket No. 204181 

NEW VHF STATIONS; TELEVISION TABLE 
OF ASSIGNMENTS 

Order Extending Time for Filing Reply to 

Opposition to Petition for Rule Making 

Adopted: October 29,1976. 

Released: November 3,1976. 

In the matter of petition for rulemak¬ 
ing to Amend Television Table of Assign¬ 
ments to Add New VHF Stations in the 
Top 100 Markets and to Insure that the 
New Stations Maximize Diversity of 
Ownership, Control and Programming, 
Docket No. 20418, RM-2346, RM-2727. 

1. On August 25, 1976, the Commission 
consolidated a petition filed by the Group 
for the Advancement of Television Serv¬ 
ice (GATS) (RM-2727) with Docket No. 
20418 in which GATS had filed timely 
comments and reply comments dealing 
with the same proposal, i.e., a short¬ 
spaced VHF drop-in assignment of 
Channel 8 at Johnstown, Pennsylvania. 
GATS was also allowed to file a late engi¬ 
neering supplement to its comments In 
Docket 20418, and other parties were al¬ 
lowed time to respond. Order extending 
time to respond to supplemental com¬ 
ments. adopted August 25, 1976: pub¬ 
lished in the Federal Register on Sep¬ 
tember 2. 1976, 41 FR 37154. 

2. WGAL Television, Inc., licensee of 
WGALr-TV, Channel 8, Lancaster, Penn¬ 
sylvania, and Storer Broadcasting Com¬ 
pany. licensee of WJW-TV, Channel 8, 
Cleveland, Ohio, then filed oppositions to 
the GATS proposal. GATS requested 
and was granted an extension of time to 


reply to those oppositions by October 18, 
1976. Order Extending Time for Filing 
Reply to Opposition to Petition for Rule 
Making, adopted October 18, 1976; re¬ 
leased October 20,1976, Mimeo No. 73480, 
Published at 41 FR 47097, October 27, 
1976. 

3. We now have before us a petition for 
further extension of time by GATS, filed 
on October 18, 1976, stating that the re¬ 
ply has been delayed because GATS con¬ 
sulting engineers are located in Denver, 
Colorado, and the engineering statement 
supporting the reply was mailed from 
there but had not yet arrived. GATS re¬ 
quested a two-day extension to Octo¬ 
ber 20, 1976, and filed the reply on that 
date. 

4. Since GATS first request for exten¬ 
sion was granted, and it now asks only 
two additional days with reasonable ex¬ 


planation for delay, we find that no party 
would be prejudiced by granting this 
request. 

5. Accordingly, it is ordered, That the 
date for filing a reply by the Group for 
the Advancement of Television Service to 
oppositions to its petition for rulemaking 
in RM-2727 only, is extended to and in¬ 
cluding October 20,1976. 

6. This action is taken pursuant to au¬ 
thority found in sections 4<i), 5<d)U). 
and 303 <r) of the Communications Act 
of 1934, as amended, and § 0.281 of the 
Commission’s rules. 

Federal Communications 
Commission, 

Wallace E. Johnson, 

Chief. Broadcast Bureau. 

[FR Doc.76-32762 Filed 11-5-76:8:45 am) 


[Report No. 1013 [ 

November 2,1976. 

Petitions for Reconsideration of Actions 
RULE MAKING PROCEEDINGS FILED 


Docket or RM Rule No. 

No. 


Subject 


Date 

rocdvtyl 


20812.See.73.202(b).... Amendment of j*k*. 73.202(b), table of assignments, FM broadcast 

stations. (Saegertown. Pa.; Carpliitarta, Calif.; Two Harbors, 

Minn.; Grass Valley, Calif.) 

Filed by Israel Sinofsky. .Ort. 8,1976 

Filed by Isadore G, Aik, attorney for Regional Bpadeastcrs, Inc.. Oct. 2?), 1976 


Federal Communciations 
Commission, 

Vincent J. Mullins. 

Secretary . 

[FR Doc.76-32764 Filed ll-5-76;8:45 am] 


FEDERAL ENERGY 
ADMINISTRATION 

STATE REGULATORY ADVISORY 
COMMITTEE 

Charter Amendment 

This notice is to advise of a revision 
in the Charter of the State Regulatory 
Advisory Committee to the Federal En¬ 
ergy Administration. 

The Charter published in the August 
27. 1976, issue of the Federal Register 
<41 FR 36256) is amended to add an 
additional subcommittee. Specifically, 
the Charter is hereby amended by re¬ 
vising Section B-9 to read as follows: 

“9. Subcommittees—The State Regu¬ 
latory Advisory Committee shall have 
four subcommittees as follows: 

Executive Subcommittee 
Subcommittee on Legislation 
Subcommittee on FEA State Energy Grants 
Rate Design Initiatives Subcommittee 

The objectives of each subcommittee 
are to make recommendations to the 
parent Committee with respect to policy 
and implementation of programs related 
to the responsibilities of the State regu¬ 
latory commissions. 

Each subcommittee shall be comprised 
of such members of the parent Commit¬ 
tee as may be determined by the Chair¬ 
man of the parent Committee. 


All actions of the subcommittees shall 
be consistent with the provisions of B-l 
through B-ll.” 

The above amendment is effective 
Immediately. 

Issued at Washington, D.C. on Novem¬ 
ber 2. 1976. 

Frank G. Zarb. 

Administrator. 

[FR Doc.76-32706 Filed U-3-7G;9:44 am) 


RATE DESIGN INITIATIVES SUBCOMMIT¬ 
TEE OF THE STATE REGULATORY 
ADVISORY COMMITTEE 

Meeting 

Pursuant to the provisions of the Fed¬ 
eral Advisory Committee Act (Pub. L. 
92-463. 86 Stat 770), notice Ls hereby 
given that the Rate Design Initiatives 
Subcommittee of the State Regulatory 
Advisory Committee will meet Tuesday, 
November 23, 1976, at 1:30 p.m. f Room 
5041B, FEA Headquarters Building, 12th 
& Pensylvania Avenue, NW., Washington, 
DC. 

The objectives of this Subcommittee 
are to advise FEA on its preparation and 
analysis of electric utility rate design 
proposals which are to be submitted to 
the Congress pursuant to Title n, sec¬ 
tion 203, Pub. L. 94-385, Energy Conser¬ 
vation and Production Act. 
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The agenda for the meeting is as follows: 

1. Review of Current Status: 

a. FEA plans to Satisfy the Section 203 
Requirements. 

b. Findings to Date. 

2. General Discussion—Remarks from the 
Floor. 

The meeting Is open to the public. The 
Chairman of the Subcommittee is em¬ 
powered to conduct the meeting in a 
fashion that will, in his judgment, facil¬ 
itate the orderly conduct of business. 
Any member of the public who wishes to 
file a written statement with the Sub¬ 
committee will be permitted to do so, 
either before or after the meeting. Mem¬ 
bers of the public who wish to make oral 
statements should inform Lois Weeks, 
Director. Advisory Committee Manage¬ 
ment, (202) 566-7022, at least 5 days 
prior to the meeting and reasonable pro¬ 
vision will be made for their appearance 
on the agenda. 

Further information concerning this 
meeting may be obtained from the Ad¬ 
visory Committee Management Office. 

Minutes of the meeting will be made 
available for public inspection in the Re¬ 
ception Room at the Federal Energy Ad¬ 
ministration. Washington. D.C. 

Issued at Washington. DC., on No¬ 
vember 3.1976. 

Michael F. Butler. 

Qeneral Counsel. 

|FR Doc.76-32800 Filed 11-4-76:8:59 am] 

FEDERAL MARITIME COMMISSION 

CALCUTTA, EAST COAST OF INDIA AND 
BANGLADESH/U.S.A. CONFERENCE 

Agreements Filed 

Notice is hereby given that the follow¬ 
ing agreements have been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act. 1916, as 
amended (39 Stat. 733, 75 Stat. 763. 46 
U.S.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreements at the 
Washington office of the Federal Mari¬ 
time Commission, 1100 L Street. N.W., 
Room 10126; or may inspect the agree¬ 
ments at the Field Offices locate*! at New 
York, N.Y., New Orleans. Louisiana. San 
Francisco. California, and San Juan, 
Puerto Rico. Comments on such agree¬ 
ments. including requests for hearing, 
may be submitted to the Secretary. Fed¬ 
eral Maritime Commission, Washington, 
D.C. 20573, on or before November 18, 
1976. Any person desiring a hearing on 
the proposed agreements shall provide a 
clear and concise statement of the mat¬ 
ters upon which they desire to adduce 
evidence. An allegation of discrimination 
or unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularity. If a vio¬ 
lation of the Act or detriment to the com¬ 
merce of the United States is alleged, 
the statement shall set forth with par¬ 
ticularity the acts and circumstances said 
to constitute such violation or detriment 
to commerce. 


A copy of any such statement should 
also be forwarded to the party filing the 
agreements (as indicated hereinafter) 
and the statement should indicate that 
this has been done. 

Notice of Agreement Filed by: 

William L. Hamm. Chairman. Calcutta, East 
Coast of India and Bankladesh/U.S.A. Con¬ 
ference. 25 Broadway, New York, New York 
10004. 

Agreement No. 8650-9, entered into 
by the member lines of the Calcutta, East 
Coast of India and Bankladesh/U.S.A. 
Conference, amends the third paragraph 
of Clause 7 of the conference agreement 
by deleting the words ‘ or its equivalent 
in Pounds Sterling”, whereby prepaid 
freight and charges if payable in the 
United Kingdom shall be paid in U.S. 
Dollars. At the present time, prepaid 
freight and charges if payable in the 
United Kingdom shall be paid in U.S. 
Dollars or its equivalent in Pounds Ster¬ 
ling. 

By Order of the Federal Maritime 
Commission. 

Dated: November 3, 1976. 

Francis C. Hurney, 
Secretary. 

JFR Doc.76-32782 Filed 11-5’76:8:45 ami 


LYKES BROS. STEAMSHIP CO., INC. AND 
KERR STEAMSHIP CO., INC. 

Agreement Filed 

Notice is hereby given that the fol¬ 
lowing agreement has been filed with 
the Commission for approval pursuant 
to section 15 of the Shipping Act, 1916. 
as amended (39 Stat. 733, 75 Stat. 763, 
46 U.S.C. 814). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission. 1100 L Street. N.W., 
Room 10126; or may inspect the agree¬ 
ment at the Field Offices located at New 
York, N.Y., New Orleans, Louisiana, San 
Francisco, California and San Juan. 
Puerto Rico. Comments on such agree¬ 
ments. including requests for hearing, 
may be submitted to the Secretary. Fed¬ 
eral Maritime Commission. Washington, 
D.C. 20573, on or before November 29. 
1976. Any person desiring a hearing on 
the proposed agreement shall provide a 
clear and concise statement of the mat¬ 
ters upon which they desire to adduce 
evidence. An allegation of discrimination 
or unfairness shall be accompanied by 
a statement describing the discrimina¬ 
tion or unfairness with particularity. If 
a violation of the Act or detriment to 
the commerce of the United States is 
alleged, the statement shall set forth 
with particularity the acts and circum¬ 
stances said to constitute such violation 
or detriment to commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the statement should indicate that 
this has been done. 


Notice of Agreement Filed by: 

Mr. R. J. Finnan, Pricing Division, Lykes Bros. 

Steamship Co., Inc., 300 Poydras Street. 

New Orleans, Louisiana. 

Agreement No. 10269, an agency agree¬ 
ment, covers an arrangement whereby 
Lykes Bros. Steamship Co.. Inc. appoints 
Kerr Steamship Company, Inc., as its 
agent to solicit and book cargo and per¬ 
form related activities in the U.S. Great 
Lakes ports, and in the St. Lawrence 
riverway ports, under terms and condi¬ 
tions set forth in the agreement. The 
agent shall be subject to the supervision 
of Lykes and shall carry out any special 
instructions under such supervision. 

By Order of the Federal Maritime 
Commission. 

Dated: November 3,1976. 

Francis C. Hurney, 
Secretary. 

IFR Doc.76-32783 Filed 11-5-76,8:45 am| 


MOORE-McCORMACK LINES, INC. AND 
STATES STEAMSHIP CO 

Agreement Filed 

Notice is hereby given that the follow¬ 
ing agreement has been filed with the 
Commission for approval pursuant to 
section 15 of the Shipping Act, 1916. as 
amended (39 Stat. 733, 75 Stat. 763. 46 
U.S.C. 814 ). 

Interested parties may inspect and ob¬ 
tain a copy of the agreement at the 
Washington office of the Federal Mari¬ 
time Commission, 1100 L Street, N.W., 
Room 10126; or may inspect the agree¬ 
ment at the Field Offices located at New 
York, N.Y., New Orleans, Louisiana, San 
Francisco, California and San Juan. 
Puerto Rico. Comments on such agree¬ 
ments, including requests for hear inn. 
may be submitted to the Secretarv. Fed¬ 
eral Maritime Commission. Washington, 
D.C. 20573. on or before November 29. 
1976. Any person desiring a hearing on 
the proposed agreement shall provide a 
clear and concise statement of the mat¬ 
ters upon which they desire to adduce 
evidence. An allegation of discrimination 
or unfairness shall be accompanied by a 
statement describing the discrimination 
or unfairness with particularly. If a vio¬ 
lation of the Act or detriment to the com¬ 
merce of the United States is alleged, the 
statement shall set forth with particular¬ 
ity the acts and circumstances said to 
constitute such violation or detriment to 
commerce. 

A copy of any such statement should 
also be forwarded to the party filing the 
agreement (as indicated hereinafter) 
and the statement should indicate that 
this has been done. 

Notice of Agreement Filed by: 

Mr. Hubert F. Carr, Vice President. Secretary 

and General Counsel. Moore-McCormack 

Lines. Incorporated, 2 Broadway, New York. 

New York 10004. 

Agreement No. 10121-1 between 
Moore-McCorinack Lines, Incorporated 
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*nd State* Steamship Company modifies 
Section III of their basic agency agree¬ 
ment by expanding the geographic scope 
in respect to States’ transpacific services 
to include Singapore, and ports In Ma¬ 
laysia and Indonesia. 

By Order of the Federal Maritime 

Commission. 

Dated: November 3, 1976. 

Francis C. Hurney, 
Secretary. 

]FR Doc.76-32784 Filed ll-5-76;8:45 am] 


CERTIFICATES OF FINANCIAL 
RESPONSIBILITY 

Order of Revocation 

In the matter of Flagship Cruises Lim¬ 
ited and Flagship Cruises, Inc., C/O 
Flagship Cruises, 522 Fifth Avenue, New 
York, New York 10036, and Kommandit- 
tselskapet Sea Venture A/S & Co., C/O 
Oivind Lorentzen, P.O. Box 27 Smestad, 
Oslo 3, Norway. 

In the matter of Certificate of Finan¬ 
cial Responsibility For Indemnification 
Of Passengers For Nonperformance Of 
Transportation No. P-93 And Certificate 
Of Financial Responsibility To Meet 
Liability Incurred For Death Or Injury 
To Passengers Or Other Persons On 
Voyages No. C-1,090. 

Whereas, Flagship Cruises Limited and 
Kominandittselskapet Sea Venture A/S 
k Co. have ceased to operate the pas¬ 
senger vessel M/S Sea Venture; and 

Whereas, Certificate (Performance) 
No. P-93 and Certificate (Casualty) No. 
C-l,090 have been returned for revoca¬ 
tion. 

It is ordered, that Certificate (Per¬ 
formance) No. P-93 issued to Flagship 
Cruises Limited and Flagship Cruises, 
Inc. and Certificate (Casualty) No. C- 
1,090 issued to Kommandittselskapet Sea 
Venture A/S & Co., Flagship Cruises Lim¬ 
ited and Norwegian Cruiseships A/S and 
reissued to Kommandittselskapet Sea 
Venture A/S & Co., Flagship Cruises Lim¬ 
ited and Oivind Lorentzen be and are 
hereby revoked effective October 27,1976. 

It Is further ordered, that a copy of 
tills Order be published in the Federal 
Register and served on the certiflcants. 

By the Commission October 27,1976. 


Francis C. Hurney, 
Secretary. 

IFR Doc.7^-32785 Filed ll-5-76;8:45 ami 


federal power commission 


transmission. DISTRIBUTION & STOR¬ 
AGE TECHNICAL ADVISORY TASK 
FORCE-RATE DESIGN 


Meeting 

Conference Room 6200. Federal Power 
commission, Union Center Plaza Build- 
825 North Capitol Street, NE., 
Washington, D.C. 20426. 

November 23, 1976, 9:30 a.m. 

Presiding*. Mr. John F. Craig, FPC Co- 
oramating Representative and Secretary, 
c Call to order—Mr. John F. Craig. 


2. Introductory remarks—Mr. Richard 
W. Walker, Task Force Chairman. 

3. Review of report prepared by 
Charles Olson of Zinder Association. 

4. Review all revised drafts. 

5. Discussion of final editing. 

6. Adjournment—Mr. John F. Craig. 

Kenneth F. Plumb, 

Secretary. 

This meeting is open to the public. Any 
Interested person may attend, appear be¬ 
fore, or file statements with the commit¬ 
tee—which statements, if in written 
form, may be filed before or after the 
meeting, or if oral, at the time and in the 
manner permitted by the committee. 

IFR Doc.76-32941 Filed ll-4-76;4:13 am] 

FEDERAL RESERVE SYSTEM 

BANK LAND CO. 

Order Approving Acquisition and Retention 
of Stock Interests in Bank 

Bank Land Company, Denver, Colo¬ 
rado (“Applicant”), a bank holding com¬ 
pany within the meaning of the Bank 
Holding Company Act (“Act”), has ap¬ 
plied for the Board’s approval under sec¬ 
tion 3(a)(3) of the Act (12 U.S.C. 1842 
(a) (3)) to acquire an additional 16.9 per 
cent of the outstanding voting shares of 
Southwest State Bank, Denver, Colorado 
(“Bank”), and to retain 8 per cent of 
the outstanding voting shares of Bank. 

Notice of the applications, affording 
opportunity for interested persons to 
submit comments and views, has been 
given in accordance with section 3(b) of 
the Act. The time for filing comments 
and views has expired, and the Board 
has considered the applications and all 
comments received in light of the factors 
set forth in section 3(c) of the Act (12 
U.S.C. 1842(c)). 

In June of 1972, Applicant, a one-bank 
holding company by virtue of its owner¬ 
ship of 31 per cent of the outstanding 
voting shares of Bank, acquired an addi¬ 
tional 8 per cent of Bank’s shares with¬ 
out the Board’s prior approval. 1 Appli¬ 
cant now seeks the Board’s approval to 
retain these shares and to acquire an 
additional 16.9 percent of Bank’s stock. 
Bank ($28.4 million in deposits) is the 
28th largest banking organization in 
Colorado, controlling 0.38 per cent of the 
total deposits in commercial banks in the 
State. 3 


1 It appears from the facts of record that 
the acquisition of the shares of State Bank 
was based on a misunderstanding of the 
applicable statutes and regulations relating 
to the acquisition of the voting stock of 
banks by bank holding companies. Applicant 
took prompt action to comply with the Act 
by applying for Board approval upon being 
advised that its actions constituted a viola¬ 
tion of the Act. In accord with the Board’s 
position with respect to violations of the Act, 
the Board has scrutinized the underlying 
facts surrounding the acquisition or the 
shares of State Bank. Upon examination of 
all the facta of record, the Board Is of the 
view that the facts surrounding the viola¬ 
tion are not such as would cajl for denial of 
the application. 

* As of December 81, 1976. 


Bank ranks 16th in the Denver bank¬ 
ing market (which is approximated by 
Adams, Arapahoe, Denver and Jefferson 
Counties and the city of Broomfield) and 
holds 0.74 per cent of market deposits.* 
As Applicant has no other banking sub¬ 
sidiaries, and the proposal involves only 
the retention and acquisition of addi¬ 
tional stock interests in Bank, which, at 
all times pertinent hereto, was controlled 
by Applicant, approval of the application 
will not result in any adverse competitive 
effects. It will eliminate neither existing 
nor potential competition, nor increase 
the concentration of banking resources 
in any relevant area. Thus, competitive 
considerations are consistent with ap¬ 
proval of the application. 

The financial and managerial re¬ 
sources and future prospects of Appli¬ 
cant and Bank are satisfactory and it 
appears that Applicant will be able to 
service the debt associated with this ap¬ 
plication while adequately maintaining 
Bank’s capital position. Thus, banking 
factors are consistent with approval. 

There is no indication that the con¬ 
venience and needs of the community to 
be served are not currently being met. 
Although there will be no immediate in¬ 
crease in the services offered by Bank, 
convenience and needs considerations 
are consistent with approval. Therefore, 
it is the Board’s judgment that the re¬ 
tention and acquisition of the shares of 
Bank would be in the public interest 
and that the applications should be 
approved. 

On the basis of the record, the applica¬ 
tions are approved for the reasons sum¬ 
marized above. Acquisition of the shares 
of Bank shall not be made (a) before 
the thirtieth calendar day following the 
effective date of this order or (b) later 
than three months after the effective 
date of this order, unless such period is 
extended for good cause by the Board, 
or by the Federal Reserve Bank of Kan¬ 
sas City pursuant to authority hereby 
delegated. 

By order of the Board of Governors.* 
effective November 1,1976. 

Richard D. Abrahamson, 
Assistant 

Secretary of the Board, 

1 FR Doc.76-32737 Filed 11-6-76;8:46 am ) 


FIRST MICHIGAN BANK CORP. 

Order Approving Acquisition of Bank 

First Michigan Bank Corporation, 
Zeeland, Michigan, has applied for the 
Board’s approval wider section 3(a) (3) 
of the Bank Holding Company Act (12 
U.S.C. 1842(a)(3)), to acquire 100 per¬ 
cent of the voting shares of the succes¬ 
sor by consolidation to Community State 
Bank of Dowagiac, Dowagiac. Michigan 
("Bank”). 

To effect this transaction, DSB Bank 
has been organized as a new bank for 


8 As of March 31, 1976. 

4 Voting tor this action*: Chairman Burns 
and Governors Gardner, Wullich, Co Id well, 
Jackson. Partee and Lilly. 
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the purpose of consolidation into Bank. 
DSB Bank has no significance except as 
a means to facilitate the acquisition of 
the voting shares of Bank; therefore, the 
proposed acquisition is treated herein 
as one to acquire the voting shares of 
Bank. 

Notice of the application, affording 
opportunity for interested persons to 
submit comments and views, has been 
given in accordance with section 3(b) 
of the Act. The time for filing comments 
and views has expired, and the Federal 
Reserve Bank of Chicago has consid¬ 
ered the application and all comments 
received in light of the factors set forth 
in section 3(c) of the Act (12 TJ.S.C. 
1842(c)). 

Applicant controls two banks and is 
the 29th largest Michigan banking or¬ 
ganization, with less than one percent of 
the total commercial bank deposits in 
the State.' Upon acquisition of Bank, 
Applicant’s share of State commercial 
bank deposits would continue to be less 
than one percent, and it would become 
the 28th largest banking organization in 
Michigan. The proposed acquisition 
would not significantly affect statewide 
concentration of banking resources in 
Michigan. 

Bank, (deposits of $13.8 million) is the 
fourth largest of five banking organiza¬ 
tions operating in the Cass County bank¬ 
ing market, controlling 17.0 percent of 
total market commercial bank deposits/ 
The closest subsidiary of Applicant is lo¬ 
cated approximately 55 miles to the 
north in Douglas. Michigan. No compe¬ 
tition presently exists between any of Ap¬ 
plicant’s subsidiary banks and Bank, nor 
does it appear likely that any significant 
competition would develop between them 
in the future in view of the distances in¬ 
volved and Michigan’s restrictive branch¬ 
ing laws. In addition, the Cass County 
banking market does not appear to be 
particularly attractive for de novo entry 
at tills time. Applicant’s entry could 
strengthen Bank’s competitive position 
and increase competition in the Cass 
County banking market. Therefore, it is 
concluded that consummation of the 
proposal will have no significant adverse 
effects on existing or potential competi¬ 
tion in any relevant area, and that 
competitive considerations are consist¬ 
ent with approval of the application. 

The financial and managerial re¬ 
sources and future prospects of Appli¬ 
cant. its existing subsidiary banks and 
Bank are generally considered to be sat¬ 
isfactory. In addition. Bank’s present 
level of capitalization would be improved 
by the injection of equity capital into 
Bank as a result of consolidation with 
DSB Bank. Consequently, banking fac¬ 
tors lend weight toward approval of the 
application. 


1 All banking data are as of December 31, 
1975. 

9 The Cass County banking market is the 
relevant market and Is approximated by all 
of Casa County with exception of the south¬ 
west townships of Howard and Milton. 


Consummation of the proposed trans¬ 
action is not expected to provide any im¬ 
mediate benefits to the public. However. 
Bank's affiliation with Applicant should 
enable Bank to expand and Improve serv¬ 
ices to the public. Accordingly, consider¬ 
ations relative to the convenience and 
needs of the community to be served are 
viewed as being consistent with approval 
of the application. It is the judgment of 
tills Reserve Bank that the proposed ac¬ 
quisition would be in the public interest 
and that the application should be 
approved. 

On the basis of the record as summa¬ 
rized above, the Federal Reserve Bank of 
Chicago approves the application, pro¬ 
vided the transaction shall not be con¬ 
summated (a) before the thirtieth cal¬ 
endar day following the effective date of 
this order, or (b) later than three 
months after the effective date of this 
order, unless such period is extended for 
good cause by the Board, or by the Fed¬ 
eral Reserve Bank of Chicago, pursuant 
to delegated authority. 

By order of the Federal Reserve Bank 
of Chicago, acting pursuant to delegated 
authority for the Board of Governors of 
the Federal Reserve System, effective Oc¬ 
tober 21, 1976. 

Daniel M. Doyle, 

First Vice President. 

|FR Doc.76-32738 Filed 11-5-76:8:45 ami 


ROYAL TRUST CO. AND ROYAL TRUST 
BANK CORP. 

Order Approving Acquisition of Bank 

The Royal Trust Company, Mon¬ 
treal, Quebec. Canada (“Applicant”), 
and its wholly-owned subsidiary. Royal 
Trust Bank Corp., Miami, Florida 
(“Corp.”), both of which are bank hold¬ 
ing companies within the meaning of the 
Bank Holding Company Act, have ap¬ 
plied for the Board’s approval under sec¬ 
tion 3(a)(3) of the Act (12 U.S.C. 1842 
(a)(3)) to acquire 51 percent or more 
of the voting shares of Worth Avenue 
National Bank. Palm Beach, Florida 
(“Bank”) / Inasmuch as Corp. is a whol¬ 
ly-owned subsidiary of Applicant, the 
proposed acquisition of Bank by Appli¬ 
cant and Corp. is treated herein as a pro¬ 
posed acquisition by Applicant. 


1 Applicant currently controls The Royal 
Trust Bank of Miami. N.A.. Miami. Florida: 
Dale Mabry State Bank, Tampa. Florida: and 
The First Bank of Gulfport, Gulfport, Flor¬ 
ida. On March 1, 1976, pursuant to the Fed¬ 
eral Reserve Bank of Atlanta's approval of a 
section 3(a)(1) application. Applicant trans¬ 
ferred Its controlling interest in Royal Trust 
Bank of Miami to a newly-formed, wholly- 
owned Florida subsidiary. Royal Trust Bank 
Corp., Itself a registered bank holdLng com¬ 
pany. Applicant also contemplates similar 
transfers in the future with respect to both 
Dale Mabry State Bank and The First Bank 
of Gulfport In order to enable Corp. to hold 
directly all of Applicant's banking Interests 
In the United States. Such transfers would 
require the Board's prior approval under sec¬ 
tion 3(a)(3) of the Bank Holding Company 
Act. 


Notice of tiie application, affording op¬ 
portunity for interested persons to sub¬ 
mit comments and views, has been given 
in accordance with section 3(b) of the 
Act. The time for filing comments and 
views has expired, and the Board has 
considered the proposal and all com¬ 
ments and views has expired, and 
all comments received, including those 
of the Comptroller of the Currency/ in 
light of tiie factors set forth in section 
3(c) of the Act (12 U.S.C. 1842(c)). 

Applicant, with total assets of $3.4 bil¬ 
lion (as of December 31. 1975) is the 
largest trust company and the eighth 
largest financial institution in Canada, 
and operates, through its subsidiaries 
and other interests, in both Europe and 
the Caribbean Islands. In the United 
States, Applicant controls three banks 
and operates one nonbank subsidiary.* 
which provides data processing and other 
related services to financial institutions 
located in Florida and operates as a com¬ 
puter service bureau for the storing and 
processing of banking, financial, and 
other related economic data. Through its 
three subsidiary banks. Applicant con¬ 
trols aggregate deposits of $108.6 mil¬ 
lion, representiing approximately four- 
tenths of one percent of the total 
deposits held by commercial banks in 
Florida/Consummation of the subject 
proposal would increase Applicant's 
share of State commercial bank deposits 
by approximately one-tenth of one per 
cent and would not have a significant 
effect upon the concentration of banking 
resources in the State. 

Bank (with deposits of $27 million) is 
the 12th largest of the 19 banking or¬ 
ganizations (controlling 40 banks) in the 
West Palm Beach banking market * * * 4 * 6 and 
holds approximately two per cent of the 
market’s total commercial bank deposits. 


a By letter dated September 9. 1976. to the 

Board, the Comptroller recommended ap¬ 
proval of the proposal. 

•‘See footnote 1. Corp., with total assets of 
$100,000. has no financial history because It 
was incorporated on November 3. 1975 and 
did not become a bank holding company un¬ 
til March 1. 1976. 

4 Information Systems Design of Florida. 
Inc.. Miami, Florida (“IDS-Florida ). la a 
subsidiary of Information Systems Design, 
Inc., Santa Clara, California ("ISD-Cali- 
fornla"), which Is owned by Computel Sys¬ 
tems, Ltd. ("Computel"), a Canadian com¬ 
puter company. By Order of December 6. 

3973, the Board denied Apllcant’s retention 
of ISD-Callfornla after Applicant’s acquisi¬ 
tion of Computel (38 FR 31514 (19731: 60 
Federal Reserve Bulletin 58 (1974)). ISD- 
Callfornla Is engaged in non-permlssible data 
proce&ing activities while ISD-Florlda is en¬ 
gaged In permissible data processing activi¬ 
ties. The Board granted Applicant a two-year 
period, after its acquisition of Computel, 
within which to divest Itself of ISD-Call- 
fornta. The Board Is currently reviewing ft 
plan of divestiture that has been submitted 
by Applicant. 

6 All banking data are as of December 31, 
1975, unless otherwise indicated. 

0 The West Palm Beach banking market Is 
approximated by the upper two-thirds of 
Palm Beach County’s eastern coastal area. 
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Applicant is not currently represented in 
the relevant market and its closest bank¬ 
ing subsidiary to Bank is located ap¬ 
proximately 75 miles south of Bank. 
There does not appear to be any existing 
competition between Bank and any of 
Applicant’s present banking and non¬ 
banking subsidiaries and, in view of the 
distances involved, it does not appear 
likely that any significant competition 
would develop in the future. While Ap¬ 
plicant could enter the relevant market 
de novo, in view of Bank’s relative size 
and its market position, the Board views 
die proposed acquisition of Bank as a 
foothold entry by Applicant into the 
market. Such a foothold entry by Appli¬ 
cant should have a salutary effect upon 
competition among the banking organi¬ 
zations in the relevant market by en¬ 
abling Bank to compete more effectively 
in that market. Therefore, on the basis of 
die facts of record, the Board concludes 
that consummation of the proposal would 
not have any significant adverse effects 
upon either existing or potential compe- 
dtion in any relevant area, and that 
competitive considerations are consistent 
with approval of the application. 

The financial and managerial re¬ 
sources and future prospects of Appli¬ 
cant. its subsidiary banks and Bank sire 
regarded as satisfactory. In addition. Ap¬ 
plicant has committed itself to make a 
capital contribution of $600,000 to Bank 
after consummation of this proposal. 
Therefore, considerations relating to 
banking factors are consistent with ap¬ 
proval of the application. Although no 
significant changes are contemplated in 
Bank’s services, affiliation of Bank with 
Applicant would provide Bank with ac¬ 
cess to Applicant’s financial and mana¬ 
gerial resources, thereby enhancing 
Bank’s ability to service the community. 
Thus, considerations relating to the con¬ 
venience and needs of the community to 
be served are consistent with approval of 
the application. It is the Board’s judg¬ 
ment that the proposed acquisition would 
be in the public interest and that the 
application should be approved. 

On the basis of the record, the appli¬ 
cation is approved for the reasons sum¬ 
marized above. The transaction shall not 
be made (a) before the thirtieth calendar 
day following the effective date of this 
order or (b) later than three months 
after the effective date of this order, un¬ 
less such period is extended for good 
cause by the Board, or by the Federal 
Reserve Bank of Atlanta pursuant to 
delegated authority. 

By order of the Board of Governors,' 7 
effective October 29,1976. 

Richard D. Abrahamson, 
Assistant Secretary of the Board. 

|FR Doc. 76-32739 Filed 31-5-76;8:46 amj 


Voting for thia action: Chairman Burns 
aau Governors Gardner, Walllch, Coldwell, 
>rt©e, and LUly. Absent and not voting: 
Governor Jackson. 


TEXARKANA NATIONAL BANCSHARES, 
INC. 

Order Approving Acquisition of Bank 

Texarkana National Bancshares, Inc., 
Texarkana, Texas, a bank holding com¬ 
pany within Xhe meaning of the Bank 
Holding Company Act, has applied for 
the Board’s approval under section 3(a) 
(3) of the Act (12 U.S.C. 1842(a) (3)) to 
acquire 100 per cent of the voting shares 
(less directors’ qualifying shares) of Lib¬ 
erty Eylau State Bank, Texarkana, Texas 
(“Bank”), a proposed new bank. 

Notice of the application, affording op¬ 
portunity for interested persons to sub¬ 
mit comments and views, has been given 
in accordance with section 3(b) of the 
Act. The time for filing comments and 
views has expired, and the Board has 
considered the application and all com¬ 
ments received in light of the factors set 
forth in section 3(c) of the Act (12 U.S.C. 
1842(c)). 

Applicant, the fiftieth largest banking 
organization in Texas, controls two 
banks with aggregate deposits of $97.1 
million, representing approximately two- 
tenths of one per cent of the total de¬ 
posits held by commercial banks in 
Texas. 1 Since Bank is a proposed new 
bank, Its acquisition by Applicant would 
neither immediately increase Applicant’s 
share of commercial bank deposits nor 
alter its rank in the State. 

Bank is to be located in the Texarkana 
SMS A banking market, 2 in which both of 
Applicant’s existing subsidiary banks are 
located. Applicant is the second largest 
of 10 banking organizations in the mar¬ 
ket. These 10 banking organizations oper¬ 
ate a total of 19 offices in this market, 
which is regarded as relatively unat¬ 
tractive for de novo entry. Since Bank 
is a proposed new bank. Applicant's ac¬ 
quisition of Bank would not have any 
immediate effect upon Applicant’s share 
of commercial bank deposits in the Tex¬ 
arkana SMSA banking market nor 
would it have any significant adverse 
effects upon either existing or potential 
competition with respect to this market. 
Therefore, on the basis of the facts of 
record, it is the Board’s Judgment that 
competitive considerations are consistent 
with approval of the application. 

The financial and managerial resources 
and future prospects of Applicant and 
its subsidiaries are regarded as satis¬ 
factory. Bank, as a proposed new bank, 
has no operating or financial history; 
however, its prospects as a subsidiary of 
Applicant appear favorable. Considera¬ 
tions relating to the banking factors are 
consistent with approval of the applica¬ 
tion. The addition of a new banking al¬ 
ternative in the Texarkana SM8A bank¬ 


1 All banking data are as of December 31, 
1976. unless otherwise Indicated. 

*The Texarkana SMSA banking market is 
approximated by Bowie County, Texas, and 
Little River and Miller Counties. Arkansas. 
The principal city In the market is Texarkana, 
which Is bisected by the Texas-Arkansas state 
line. 


ing market will provide greater conveni¬ 
ence to a segment of the population in 
this market. In addition, through affilia¬ 
tion with Applicant, Bank will offer its 
customers more services than generally 
are offered by an independent or newly- 
established bank, including trust, data 
processing, commercial lending, and 
long-term mortgage financing services. 
Accordingly, considerations relating to 
the convenience and needs of the com¬ 
munity to be served lend some weight 
toward approval of the application. It is 
the Board’s judgment that consumma¬ 
tion of the proposed acquisition would 
be in the public interest and that the 
application should be approved. 

On the basis of the record, the appli¬ 
cation is approved for the reasons sum¬ 
marized above. The transaction shall not 
be made (a) before the thirtieth calendar 
day following the effective date of this 
order or (b) later than three months 
after that date, and (c) Liberty Eylau 
State Bank, Texarkana, Texas, shall be 
opened for business not later than six 
months after the effective date of this 
order. Each of the periods described In 
(b) and (c) may be extended for good 
cause by the Board, or by the Federal 
Reserve Bank of Dallas pursuant to dele¬ 
gated authority. 

By order of the Board of Governors, 3 
effective October 29, 1976. 

Richard D. Abrahamson, 
Assistant Secretary of the Board. 

|FR Doc.76- 32740 Filed 11-6-76;8:45 am| 


FOREIGN CLAIMS SETTLEMENT 
COMMISSION OF THE UNITED 
STATES 

PROTESTS AGAINST CERTAIN AWARDS 
GRANTED 

Time for Filing 

Notice is hereby given that pursuant 
to section 615, Title VI of the Interna¬ 
tional Claims Settlement Act of 1949 (64 
Stat. 12), as amended by Pub. L. 94-592, 
the Foreign Claims Settlement Commis¬ 
sion of the United States will receive at 
its principal office located at 1111 20th 
Street, NW„ Washington, D.C. 20579, 
during the period beginning on the pub¬ 
lication date of this notice, and ending 
February 7, 1977. protests relating to 
awards made by the Commission during 
the 10 calendar days Immediately pre¬ 
ceding the May 17, 1967, expiration date 
of the Commission’s authority to grant 
awards for war damage losses which oc¬ 
curred during World War H under the 
provisions of Pub. L. 87-846. approved 
October 22, 1962, which amended the 
War Claims Act of 1948, as amended. 

No official form is required for filing 
protests. The protests, however, must be 
in writing, signed by the claimant or a 
legal representative of the claimant, and 


•Voting for this action: Chairman Burns 
and Governors* * Gardner, Walllch, Coldwell, 
Partce, and Lilly. Absent and not voting: 
Governor Jackson. 
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must indicate the name of the claimant 
as set forth in the Commission’s decision 
issued on the claim under Pub. L. 87- 
846, the claim number assigned by the 
Commission, the grounds for the protest 
against the award, together with any evi¬ 
dence the claimant wishes the Commis¬ 
sion to consider in determining the mer¬ 
its of the protest, and request for a hear¬ 
ing, if desired. 

Information relating to the filing of 
protests may be obtained from the Office 
of the General Counsel, Foreign Claims 
Settlement Commission. Washington. 
D.C. 20579. 

Dated: November 3. 1976. 

Wayland D. McClellan. 

IFR Doc.76-3274« Piled 11-5-76;8:45 am) 


DEPARTMENT OF THE INTERIOR 
Fish and Wildlife Service 
CALIFORNIA STATE UNIVERSITY 

Issuance of Permit for Marine Mammals 

On April 9, 1976, a notice was pub¬ 
lished in the Federal Register (41 FR 
15042-43-44-45). that an application had 
been filed with the Fish and Wildlife 
Service by the California State Univer¬ 
sity, Hayward, California (Samuel M. 
McGinnis, Professor. Biology Depart¬ 
ment) , for a permit to take six sea otters 
(Enhydra lutris ) for the purpose of sci¬ 
entific research. 

Notice is hereby given that on Octo¬ 
ber 22, 1976, as authorized by the provi¬ 
sions of the Marine Mammal Protection 
Act of 1972 (16 U.S.C. 1361-1407), the 
Fish and Wildlife Service issued a per¬ 
mit (PRT 2-121), to the California State 
University, Biology Department (Dr. 
Samuel M. McGinnis). Hayward. Cali¬ 
fornia. subject to certain conditions set 
forth therein. 

The permit is available for public in¬ 
spection during normal business hours 
at the Fish and Wildlife Service's office 
in Suite 600, 1612 K Street. N.W., Wash¬ 
ington. D.C, 

Dated: November 1,1976. 

Loren K. Parcher, 
Acting Chief. Division of Law 
Enforcement, Fish and Wild¬ 
life Service . 

(FR Doc.76-32742 Filed 11-5-76;8:45 ami 


THREATENED SPECIES PERMIT 
Receipt of Application 

Notice is hereby given that the follow¬ 
ing application for a permit is deemed to 
have been received under section 4(d), 
16 U8C 1533(d), of the Endangered Spe¬ 
cies Act of 1973 (Pub. L. 93-205). . 

Amllcant: Birmingham Zoo, 2630 
Calrnba Road, Birmingham, Alabama 
35223, Bob Truett, Director. 


Omniu emtr 


KKarcsa tut mvm 

u.s. fish ano wuctiu srwee 

A/ 1 7 • \ 

± { > • FEDERAL FISH MS WUJUFF 
LICUISE/PEOT APPLICATION 


X APFMJOAMT, I *me~, eemptat edJ.rt. tn.t ol 

Auiftett, <w MMilkiiM Im • #•»« A permit it 

Birmingham Zoo 
2G30 Cahoba Road 
Birmingham, Alabama ?5223 

(205) 079-0409 


AI*«HC*H.l»« t «** (An fr met, meet 
! IMPORT Ofl CKPC-1T LICCNK 


O' 


0‘ 


"Enhancement of the survival of 
the spgcios" Permit under rules 
for captive self-sustaining 
populations (50 CFR Part 17) for t 
follov/ing species 1. Tiger, Panth pr 


tiqris 2. Leopard, Panther a p erdu; 


3.Jaguar Pr.n thorn onca , 4. Ring- 
tailcd Lemur, Lar.tur catta 5. Black 

Lemur. } t:- cv ;•/ 


«. if ‘•apaucamt- is iwoiv:t)u«i . co^pl^^thC rOLLOmna; 


□ hr OMni o MV 


(MFC OF IMKFrt 


PMOHl: N*>OCC*< ev**LOTCD JOCIAL SECURITY mruutR 


colOA mA'O 


AElOHF 


s IF "AM>UCA»ir 13 A aumifLL CQlr»~0«AtlOK. RulH-iC AGEHCV. 




COLOR ttCi 


tXE’LAI*. on KINO or iNSmgTio< 

Publicly owned zoological Park 
Bob Truott, Director 
205- 079-0409 


awy euvMirss. accncf, on mnnuTtami. A*r*LiAt»c*i having 
to oo with thc mux.ire to oteovtneo mr this uccfne/penmT 


name, title, amo p»ot.E mum oc't of fhie^ocmt. wwicipau 
omcep. oinccTon. etc. 


IF -APPCICANT • 13 A CORPORATION, IUVXCATE STATE AM WHICH 

INCOWOMTCO 


3. LOCATION WHERE PIEOPOSCD ACTIVITY 13 TO CC CONOUCTEO 

primates & Carnivora Buildings 
Birmingham Zoo 
Lane Park 

Birmingham, Jefferson County 
Alabama, United States of America 
Solar System, the Universe 


t. OO YOU MOLD Amy currently u*lio *HL>fcMAL ri«M ano 

WiLCH-ire L..CEN5C on FCMMU • CXTC3 CD MO 

PI?r'->. -'ifSVnSSlS^SO CFR 21.23 


...under 50 CFR 21.25- 
AHV if>.TC <3:. govcrumcni, OO y 


Tinea o«*Viiv state vfc* ► i>no<iM*cbvTcn>iVic>io 

mavt TME*n approval to conduct the activity you 
phot-osct Q Tts 3 

(H je i, lit I fmtit /.client enJ t/pi »f ♦» mm ten) 


N/A 


». CCNTU ICO tMLCK OM MOMCY ORDER III eppticei.tr> PAYABLE TO 
THE U.l nSr| Af.O WILOUPC SERVICE ENCLOSED IN AMOUNT OP 

, l lLL 


Sept. 1, 197G 


II, OullAIIOM NCEOTO 

Permanent 


t£ AT TAClMHCMTS. THC SPCClTiC INrORWATlON REQUIRED FOP FHt TY? J C OT LlCCHMJ/Pt RHIT RCOUF.STVO i W t* CF* * , 'J*^*'^*‘ 

ATTACHED. IT CONSTITUTE! AN IMTCORAL PAHT OF THI« APPLICATION UlY HXTlOA*OP30CWUAWHOBOI ATTWhmCMS •& 
PMOVIOCO. 

50 CFR 17.33 


cemnwTioa 

I MLRfBY CERTlFr THAT I HAVf BfAD AH0 All FAilltlAR *ITH THE RECUtATlOMS COHTAWt» W TITLE 50. PART U. Of THE COOC 
RLCUL ATlOlrt A*lt) I n£ OTHCR APPLICABLE l*AKIi W SOBCHAPTFH B t f OlAHTER I OF llTLE AMD 111'R THEM CERT^T THAT TM^INrOR- 

HAHOK SUW.IT U n HI THIS APILICATIW FOR A UCTMtf I’EWhIT IS COrPLtfE AKO ACCUMAT =T0THErtST OF «F EMOWLFDOt AMI DLL C . 
| UHD- KSIAHP IHAI AHT fALSC STAItvCHI Ilf KLIN HIT SUOKCl BE TO HIE CRHHMAL ft HAL»ltS Of- »« U - C »v0». 





./> ■ * Si, 

i uro t>* 


//. J9% 
zf* ' 


t7 


oro WD*Ca£ 


Permit Application 
50 CFR 17.33 

SUPPLEMENTARY INFORMATION 

The following information Is submitted 
with form 3-200 as a part of the application 
of the Birmingham Zoo for an “Enhance¬ 
ment of the Survival of the Species" Permit 
for certain species of wildlife determined to 
have Captive Self-Sustaining Populations as 
required by 50 CFR 17.33. 

1. The common names of species sought to 
be covered by this permit are: Tiger, Pan - 
thcra tigris; Leopard, Panthera pardus; 
Jaguar, Panthera once; Ring-tailed Lemur. 
Lemur catta; and Black Lemur, Lemur ma¬ 
caco. The activities sought to be authorized 
are buying, selling, trading, and transporting 
in interstate commerce; maintaining, breed¬ 
ing and exhibiting in the Birmingham Zoo. 


2. Descriptions of area and facilities where 
such wildlife will be housed and cared for: 
For the three cat species—Birmingham Zoo 
Carnivora Building, a large modern exhibit 
building with 9 ample indoor cages and four 
spacious outdoor moated enclosures. Cage 
walls are constructed of masonry units with 
glazed tile surfaces, cage floors are of poured 
concrete, cage roofs are of pre-stressed con¬ 
crete. cage fronts are of steel bars, each cage 
contains a large water trough, a wooden rest¬ 
ing shelf, and a scratching post or log. 
cages are heated with warm water and are 
ventilated with overhead skylights and wl1 *" 
dows across the front of the building. 
connect with outside moats which are maae 
of sprayed concrete (gunlte) with pou 


:oncrete floors. 

For the two primates species: Bin^ng^ 
loo Primates Cages. Each cage has spacloi 
ndoor and outdoor quarters. Cage wans a 
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constructed of glared masonry units, cage 
fronts of Indoor portion and front top and 
back of outdoor portion arc fabricated of spe¬ 
cial steel mesh, floors are poured concrete, 
rcof of indoor portion is pre-stressed con¬ 
crete. Each cage contains continuously run¬ 
ning drinking fountain, one or more wooden 
shelves, treellmbs arranged for climbing, 
climbing bars. The indoor portion of each 
cage is heated by warm water which Is cir¬ 
culated through the cage floor. Photos of 
these facilities are submitted with this appli¬ 


cation. 

3. R£sum6 of technical expertise: Zoo Di¬ 
rector— B.S. degree in Zoology from Unlver- 
aity of Arkansas with high honors, graduate 
of Basic Infantry Officers School and U.S. 
Army Ranger School, 20 years of practical 
zoo experience Including 16 years as public 
zoo director. Registered Professional Fellow 
of the American Association of Zoological 
Parks and Aquariums. Assistant Director— 
BA. degree In biology and Education from 
University of Montevallo, 7 years of practical 
soo experience. Fellow member of AAZPA. 
Curator —9 years of practical experience, 
presently attending University of Alabama in 
Birmingham taking courses leading to a 
degree in Biology. Veterinarian—D.V.M. from 
Auburn University. 22 years of zoo practice. 
Associate member of AAZPA and member of 
AAZV. Animal keepers are selected by com¬ 
petitive civil service examination requiring 
high school diploma and are trained on the 
job including formal animal keeper classes 
conducted each winter. 

This zoo has kept and raised tigers for 10 
years during which time 34 tigers have been 
euccessfully born and raised here. This zoo 
has kept and raised leopards for 16 years 
during which time 25 leopards have been 
successfully born and raised here. This zoo 
has kept Jaguars for 16 years but we have not 
propagated Jaguars. This zoo has kept and 
raised ring-tailed lemurs for 12 years during 
which time 12 lemurs have been successfully 
raLsed. Tills zoo has not yet kept black 
lemurs but our success with a wide variety 
of primates species Indicates that we can 
propagate them successfully. 

4 This zoo regularly participates In all co¬ 
operative breeding programs Involving 
species kept here and we contribute data to 
ah pertinent studbooks and wo intend to 
continue doing so. 

5 Because of the variety of sizes and re¬ 
quirements of the animals to be covered by 
this permit It would not be possible to give a 
detailed description of all containers which 
inteht be used to transport these animals 
during the lifetime of the reouested permit. 
However all containers used to transport all 
wildlife from this zoo meet or exceed all 
requirements of all federal regulatory agen¬ 
cies. In the past 16 years we have shipped 
nundreds of specimens of wildlife all over 
. ® w °rid and a total of only 3 specimens 
aled en route. 


0. The following Is a list of all mortalltlei 
oi these species over the last 6 years 
Mortalities, but specimens oi 
exhibit constantly. Leopard—December 19 
LI spottc d Infant died at 3 days o 
oi congenital weakness. February 4. 1972 
wL*ira P °i ted lufant dled ^ approximately < 
beV o ^ * ge of bacterial infection. Septem 
old I* T 2 onc black adult female died o 
a .; d ?? generation after spending 12 year, 
n ... T nths °* adulthood In this zoo 
ase r„ V . ed here 08 an aduIt of undetermlnet 

ofco J »* 8 - 1973 one Wack ,nfant <“«< 
June if weakness at 2 days of age 
t»d hi?.' 1973 ° nc Mack adult male euthan 
Ins of old debilities after spend 

yearB a "d 8 months of Its adulthoot 
u . Z °°' R arrived here os an adult ol 

Inf ' i' rmlne d Oge. June 20, 1973 one spottec 
died of congenital weakness at ag< 


of 4 days. February 23, 1974 one spotted 
male euthanized because of old age debilities 
at 20 years of age. October 20, 1974 one 
female spotted cub died of nutritional as¬ 
similation problems at approximately seven 
months of age. Tiger—December 17, 1971 one 
male cub dead at 16 days of age of bacterial 
infection. January 4, 1972 one male cub, 
litter mate to preceding, dead of same bac¬ 
terial Infection, April 16, 1972 one male in¬ 
fant dead of congenital weakness at age of 
6 days. February 3, 1974 one male infant dead 
of undetermined causes at age 9 days. No¬ 
vember 12, 1974 two adult females dead from 
reaction to drugs. September 24, 1975 one 
female cub dead of nutritional problems at 
11*6 months of age. Ring-tailed Lemur—No 
deaths in last five years although we have 
been breeding these regularly and have con¬ 
stantly had from four to ten specimens on 
hand at all times. Black Lemur—No deaths 
because we have not yet kept this species. 

Steps to decrease mortalities—Post mor¬ 
tem exams of all specimens listed above, im¬ 
munizations for all animals as needed, care¬ 
ful sanitation, diet charts on all hand 
feeding, medication as necessary. 

7. The applicant is Justified in obtaining 
this permit because: 

(1) Applicant desires to continue long 
range breeding programs on lions and leop¬ 
ards which have been going on successfully 
for 16 years. Applicant desires to continue 
long range breeding program with ring-tailed 
lemurs which has been going on success¬ 
fully for 12 years. Applicant desires to start 
similar breeding program for Jaguars and 
black lemurs. 

(ii) There will be no termination of this 
breeding activity. ThJs is a permanent breed¬ 
ing program based on a permanent com¬ 
mitment by a municipal government. 

In addition to the above required infor¬ 
mation the following Is offered. This zoo Is 
licensed and approved by the United States 
Department of the Interior. This zoo is ac¬ 
credited by the American Association of Zoo¬ 
logical Parks and Aquariums. This zoo is a 
participant in the International Species In¬ 
ventory System and keeps accurate and 
permanent records on all specimens kept 
here. This zoo cooperates fully with all state 
and federal regulatory agencies and has never 
violated any law or regulation of any kind. 

Documents and other information sub¬ 
mitted in connection with this applica¬ 
tion are available for public inspection 
during normal business hours at the 
Service’s office in Suite 600, 1612 K 
Street, N.W., Washington, D.C. 

Interested persons may comment on 
this application by submitting written 
data, views, or arguments, preferably in 
triplicate, to the Director (FWS/LE), 
U.S. Pish and Wildlife Service, Post Of¬ 
fice Box 19183, Washington, D.C* 20036. 
This application has been assigned Pile 
Number PRT 2-371-25; please refer to 
tliis number when submitting comments. 
All relevant comments received on or be¬ 
fore December 8, 1976 will be considered. 

Dated: November 2,1976. 

Loren K. Parcher, 
Acting Chief , Division of Law 
Enforcement, U.S. fish and 
Wildlife Service. 

|FR Doc.76 32744 Filed U-5~70;8:45 am| 

UNIVERSITY OF CALIFORNIA 

issuance of Permit for Marine Mammals 

On May 27, 1976, a notice was pub¬ 
lished in the Federal Register (41 PR 


21668-59-60) that an application had 
been filed with the Fish and Wildlife 
Service by the University of California, 
Physiological Research Laboratory, 
Scripps Institution of Oceanography, La 
Jolla, California (Dr. G. L. Kooyman), 
for a permit to take four SEA OTTERS 
(Enhydra lutris), for the purpose of 
scientific research. 

Notice is hereby given that on Octo¬ 
ber 22, 1976, as authorized by the provi¬ 
sions of the Marine Mammal Protection 
Act of 1972 (16 U.S.C. 1361-1407), the 
Fish and Wildlife Service issued a permit 
(PRT 2-183), to the University of Cali¬ 
fornia, Physiological Research Labora¬ 
tory, Scripps Institution of Ocean¬ 
ography, La Jolla, California (Dr. G. L. 
Kooyman), subject to certain conditions 
set forth therein. 

The permit is available for public in¬ 
spection during normal business hours at 
the Pish and Wildlife Service's office in 
Suite 600, 1612 K Street NW., Washing¬ 
ton, D.C. 

Dated: October 29,1976. 

Loren K. Parcher, 

Act mg Chief , Division of Law 
Enforcement, U.S. Fish and 
Wildlife Service. 

|FR ~Doc.76-32743 Filed ll-5-76;8:46 am| 


Geological Survey 

ADVISORY COMMITTEE ON WATER DATA 

FOR PUBLIC USE; INTERAGENCY ADVI¬ 
SORY COMMITTEE ON WATER DATA 

Meeting 

Pursuant to Pub. L. 92-463 effective 
January 5, 1973, notice is hereby given 
that a joint meeting of the Advisory 
Committee on Water Data for Public 
Use (non-Federal) and the Interagency 
Advisory Committee on Water Data 
(Federal) will be held from 8:30 a.m., 
November 30. until 12:00 noon, Decem¬ 
ber 2. 1976. The committees will meet in 
the main conference room of the Howard 
Johnson Hotel at 401 E. 58th Avenue, 
Denver, Colorado. The meeting is open 
to the public. Plenary sessions are sched¬ 
uled for the mornings of November 30 
and December 2, with December 1 being 
devoted entirely to concurrent working 
group sessions. A tour of the new USGS 
National Water Quality Laboratory— 
Denver is scheduled for the afternoon of 
November 30. 

These technical committees are made 
up of representatives of water-resources 
oriented groups, including National, 
State,, and Regional organizations, pro¬ 
fessional and technical societies, the 
academic community, and Federal agen¬ 
cies. They are the Department of the 
Interior’s two main water-data advisory 
committees, and their principal function 
is to represent the interests of the Fed¬ 
eral and non-Federal communities in the 
formulation of plans, policies, and pro¬ 
cedures related to Federal water-data 
programs. The Advisory Committee on 
Water Data for Public Use is chaired 
by the Director of the U.S. Geological 
Survey; the Committee’s membership 
comes from outside the Federal Govern- 
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ment. The Chief Hydrologist of the U.S. 
Geological Survey chairs the Interagency 
Advisory Committee on Water Data, and 
its membership is composed of repre¬ 
sentatives of Federal agencies concerned 
with the acquisition or use of water data. 

Featured items on the meeting agenda 
include (1) A review of the progress 
made over the past year in the imple¬ 
mentation of Office of Management and 
Budget Circular A-67. which provides 
guidelines for the coordination of water- 
data acquisition activities of Federal 
agencies. (2) Reports of the ad hoc 
working groups on needs for data on 
quality of precipitation and on water- 
quality for small watersheds. (3) Re¬ 
ports of progress on the implementation 
of the Geological Survey’s National 
Water Data Exchange (NAWDEX), and 
on the development and refinement of 
the transmission of water data via satel¬ 
lite data relay systems, (4) A working 
session to review the Geological Survey’s 
pilot river-quality assessments, (5> A 
working session related to the prepara¬ 
tion of the “National Handbook of Rec¬ 
ommended Methods for Water Data 
Acquisition,” and (6) A working session 
considering ways and means of improv¬ 
ing communications between w f ater-data 
collecting and data-using agencies at 
the Federal. State, and local levels. 

More details about the meeting may 
be obtained by contacting R. H. Lang¬ 
ford, Chief, Office of Water Data Coordi¬ 
nation, U.S. Geological Survey. 417 Na¬ 
tional Center. Reston, Virginia, 22092. 

V. E. McKelvey. 

Director . Geological Survey . 

|FR Doc.76-32707 Filed 11-6-76;8:45 am| 


Office of the Secretary 

(INT FES 76-54j 

PROPOSED WILDLIFE ENHANCEMENT 
PROJECT MATTAMUSKEET NATIONAL 
WILDLIFE REFUGE 

Availability of Final Environmental 
Statement 

Pursuant to section 102(2)<C) of the 
National Environmental Policy Act of 
1969, Pub. L. 91-190, the Department of 
the Interior has prepared a final envi¬ 
ronmental statement for the Proposed 
Wildlife Enhancement Project, Matta- 
muskeet National Wildlife Refuge, Hyde 
County. North Carolina. 

The proposal recommends that con¬ 
struction of eight low-dike marsh im¬ 
poundments totaling 2,420 acres within 
the Mattamuskeet National Wildlife 
Refuge. Hyde County, North Carolina, 
and renovation of 12 miles of existing 
canals originating within the refuge and 
extending to Pamlico Sound in order to 
enhance wildlife management capabil¬ 
ities to the refuge. 

Copies of the final statement are avail¬ 
able for inspection at the following loca¬ 
tions: 

Regional Director, US. Fish and Wildlife 
Service. 17 Executive Park Drive, NE., 
Atlanta. Georgia 30329. 

Refuge Manager. Mattamuskeet National 
Wildlife Refuge. New Holland, North Caro¬ 
lina 27886. 


US. Fish and Wildlife Service, Division of 

National Wildlife . Refuges. Room 2343, 

18th and C Streets. NW„ Washington, D.C. 

20240. 

Single copies may be obtained by writ- 
big the Environmental Impact Statement 
Coordinator, Division of National Wild¬ 
life Refuges, U.S. Fish and Wildlife Serv¬ 
ice, Department of the Interior, Wash¬ 
ington. D.C. 20240, 

Stanley D. Dohemus, 
Deputy Assistant 
Secretary of the Interior. 

November 2, 1976. 

|Fr Doc.76-32748 Filed 11-5-76:8:45 am) 


DEPARTMENT OF JUSTICE 

National Institute of Corrections 
GRANT AND CONTRACT REVIEW PROCESS 
Procedures 

Notice is hereby given that the Na¬ 
tional Institute of Corrections (NIC) has 
established a set of procedures for the 
internal processing of concept papers, 
grant applications and/or contracts. 
These procedures cover concept papers, 
grant applications and/or contracts sub¬ 
mitted by appropriate individuals, orga¬ 
nizations or agencies as listed under and 
in accordance with NIC’s enabling leg¬ 
islation. (18 U.S.C. Sections 4351-4353 
(1974)). 

Sherman R. Day, 

Director. 

National Institute of Corrections. 

October 29, 1976. 

1. Purpose. To formalize the respon¬ 
sibilities of the Advisory Board. Grant 
Review Committee of the Advisory Board, 
and the Director of the National Institute 
of Corrections with regard to grant and 
contract review and award. To detail the 
steps involved in the review and award 
process. 

2. Directives affected. Supercedes pro¬ 
cedures contained in June 23-24, 1975, 
National Institute of Corrections Board 
Minutes. Supplements all official Govern¬ 
ment regulations. 

3. DefinicT&n of terms. For purposes of 
this statement, the term “Director” 
means the Director of the National In¬ 
stitute of Corrections; the term “Ad¬ 
visory Board” means the Advisory Board 
of the National Institute of Corrections; 
and the term “Grant Review Committee" 
means the Grant Review Committee of 
the Advisory Board, National Institute of 
Corrections. 

An “application” is a duly executed 
Standard Form 424—Federal Assistance, 
properly completed in compliance with 
application instructions and submitted 
from eligible parties in accordance with 
Federal Management Circular FMC 74-7 
and FMC 73-7. 

A “concept paper” is any submission of 
materials other than the Standard Form 
424 which outlines in brief the submlt- 
tor’s programmatic and budgetary intent. 

Concept papers and applications for 
grants originate from three primary 
sources: Those received in response to 
announced initiative efforts; those solic¬ 


ited by National Institute of Corrections 
staff; and those forwarded to the Na¬ 
tional Institute of Corrections unsolic¬ 
ited. 

“Conflict of Interest”—The Depart¬ 
ment of Justice Standards of Conduct, 28 
CFR Part 45.734-4. defining “Conflicts of 
Interest”, apply to “employees” and 
“special government employees” as de¬ 
fined in this section. 

The term “Contract” means establish¬ 
ment of a binding legal relationship 
basically obligating the seller to furnish 
personal property or nonpersonal sen - 
ices (i.e., unsupervised delivery of serv¬ 
ices or a product) and the buyer to pay 
therefore. It includes all types of com¬ 
mitments which obligate the Government 
to an expenditure of funds which, except 
as otherwise authorized, are in writing. 
In addition to a two-signature document, 
it includes all transactions resulting from 
acceptance of offers by awards or notices 
of awards; agreements and job orders or 
task letters issued thereunder; letter con¬ 
tracts; letters of intent; and order, such 
as purchase orders, under which the con¬ 
tract becomes effective by written ac¬ 
ceptance or performance. It also includes 
contract modifications. 

“Employee” means an officer or em¬ 
ployee of the Department of Justice and 
includes a special Government employee 
who is an individual retained, designated, 
appointed, or employed by the Depart¬ 
ment of Justice to perform, with or with¬ 
out compensation, for not more than 130 
days during any period of 365 consecu¬ 
tive days, temporary duties either on a 
full-time or intermittent basis. 

“Field readers” are those individuals 
who review NIC selected concept papers 
and application statements from their 
professional perspective with the view of 
assessing the relative merits and feasi¬ 
bility of contemplated actions or activi¬ 
ties of the submittor. These individuals 
appear on the Advisory Board’s approved 
list of readers. 

The term “Grant” means an agree¬ 
ment between the Federal Government 
and another party whereby the Federal 
Government provides funds or aid in 
kind to carry out specified programs, 
services or activities. 

4. Annual Program Plan. Each year 
the Director of the National Institute of 
Corrections shall prepare for the ap¬ 
proval of the Advisory Board an Annual 
Program Plan. This Plan shall outline 
the program priorities or thrust areas of 
the Institute, the types of grants and 
contracts to be undertaken in the next 
year and their estimated funding levels. 
The Annual Program Plan may be modi¬ 
fied at any duly authorized meeting of 
the Advisory Board. 

The Annual Program Plan shall seiwe 
as the framework and guidelines by 
which concept papers or applications 
will be reviewed. 

5. Action. A. Each organization or per¬ 
son submitting a formal application for a 
grant will be asked to complete a state¬ 
ment of relationship to, association o 
affiliation with any National Institute o 
Corrections Advisory Board member ana/ 
or staff, past or present. 
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B. Each concept paper or application 
will receive a fiscal and programmatic 
review by the National Institute of Cor¬ 
rections staff. When submissions are 
deemed nonfnndable by staff, a rejection 
letter stating briefly, the reason for re¬ 
jection will be forwarded to the organi¬ 
sation or person submitting the concept 
paper or application. 

C. Where the concept paper or appli¬ 
cation is deemed potentially fundable 
and there is no known conflict of inter¬ 
est, the following will apply: 

(1) If the grant is within the approved 
National Institute of Corrections thrust 
areas, and funding level is less than 
$25,000, the Director will review staff 
recommendations and make the award" 
decision. 

(2) When a concept paper or applica¬ 
tion is within the approved National In¬ 
stitute of Corrections thrust areas but 
requested funding level is greater than 
$25,000. the Director will obtain at least 
three field reviews from the Board ap¬ 
proved list of reviewers, as to the con¬ 
cept paper's or application's suitability, 
feasibility, and contribution to the field 
of corrections. 

The Director will then review staff 
recommendations and field reviews and 
make an award decision. 

<3) Where a concept paper or appli¬ 
cation is within the approved National 
Institute of Corrections thrust areas, but 
requested funding exceeds $300,000, the 
process will proceed as in C-2 above with 
the exception that the Director will seek 
the advice of the Grant Review Commit¬ 
tee as to the appropriateness of the grant 
to the Annual Program Plan. 

D. Where the concept paper or appli¬ 
cation is deemed potentially fundable 
but the statement referred to In 5-A 
fibove indicates potential conflict of in¬ 
terest, the considerations outlined in 
Section C above will apply but in addi¬ 
tion there will be: 

( 1 1 Fiscal and programmatic review by 
staff and review by three field readers 
from the Board approved list of re¬ 
viewers, as to the concept paper's or ap¬ 
plication's suitability, feasibility, and 
contribution to the field of corrections; 

t2) Where such reviews are positive, 
then the Director will seek the advice of 
the Grant Review Committee regarding 
the appropriateness of an award and 
then make an award decision. 

E Each organization or person sub¬ 
mitting a concept paper or application 
™ the right to appeal nonfavor- 
able considerations: 

(1) Where concept papers or applica¬ 
tions meet guidelines presented in C-l 
® r c ~ 2 ftbove, the Grant Review Commit¬ 
tee will serve as the appellate review 
£oard and make recommendations to the 
Lnrector for appropriate action. 

When concept papers or applica¬ 
tions meet guidelines contained in C-3 
p ; ov ^ the Chairman of the Advisory 
ward aproint from the Board an 
‘ M3cals committee to make recommen- 
rv. ons to the Director for appropriate 


F. Continuation grants. Any initially 
approved grant for which a renewal or 
continuation is requested will be re¬ 
viewed by NIC program staff. This review 
will include consideration of any evalua¬ 
tions and reports completed during the 
term of the grant, NIC’s Annual Program 
Plan, as well as the need for a continued 
effort in the particular area covered by 
that particular grant. The reviewing 
staff will submit a recommendation to 
the Director. The Director will then 
make a decision on the continuation of 
the grant in question. 

Appeals to decisions on continuation 
grants may be made in accordance with 
the specifications outlined by Section E 
above. 

6. Reporting . The Grant Review Com¬ 
mittee will receive quarterly a list and 
disposition of concept papers and formal 
applications submitted to NIC. In addi¬ 
tion, the Grant Review Committee will 
be advised quarterly of programmatic 
contracts entered into by NIC. 

[FR Doc.76-32749 Filed 11-5-76:8:46 am] 


NATIONAL COMMISSION ON 
ELECTRONIC FUND TRANSFERS 

REGULATORY ISSUES AND PROVIDERS 
COMMITTEES 

Meetings 

A joint meeting of the Regulatory 
Issues and Providers Committees of the 
National Commission on Electronic Fund 
Transfers will be held at 10:00 a.m. on 
Wednesday. November 10, 1976, at the 
Benjamin Franklin Room of the United 
States Postal Service at 1/Enfant Plaza 
in Washington, D.C. The Commissioners 
will discuss plans for their “sharing” 
hearings on December 9 and 10. This, 
meeting will be followed at 3:00 p.m. by 
a full Commission meeting at the same 
location. 

Both meetings are open to the public 
on a first-call basis to the extent space 
permits. Interested persons should con¬ 
tact Ms. Janet Miller at (202) 254-7400 
to check on the availability of space. 

James O. Howard, Jr., 
General Counsel. 

November 4,1976. 

JFR Doc.76-33000 Filed 11-5-76:11:50 ami 

NATIONAL FOUNDATION ON THE 
ARTS AND THE HUMANITIES 

NATIONAL ENDOWMENT FOR THE 
HUMANITIES 

ADVISORY COMMITTEE EDUCATION 
PANEL 

Meeting 

November 1, 1976. 

Pursuant to the provisions of the Fed¬ 
eral Advisory Committee Act (Pub. L. 
92-463) notice is hereby given that a 
meeting of the Education Panel will con¬ 
vene at 9:00 a.m. each day at Washing¬ 
ton, D.C., on December 14 and 15, 1978. 


The purpose of the meeting is to review 
Elementary and Secondary Education 
applications submitted to the National 
Endowment for the Humanities for 
grants to educational institutions and 
non-profit organizations. 

Because the proposed meeting will con¬ 
sider financial information and person¬ 
nel and similar files the disclosure of 
which would constitute a clearly unwar¬ 
ranted invasion of personal privacy, pur¬ 
suant to authority granted me by the 
Chairman's Delegation of Authority to 
Close Advisory Committee Meetings, 
dated August 13, 1973, I have deter¬ 
mined that the meeting would fall with¬ 
in exemptions (4) and (6) of 5 U.S.C. 
552(b) and that it is essential to close 
the meeting to protect the free exchange 
of internal views and to avoid interfer¬ 
ence with operation of the Committee. 

It is suggested that those desiring more 
specific information contact the Advisory 
Committee Management Officer, Mr. 
John W. Jordan, 806 Fifteenth Street, 
NW„ Washington, D.C. 20506, or call 
area code 202-382-2031. 

John W. Jordan, 
Advisory Committee 
Management Officer. 

(FR Doc.32794 Filed 11-5-76:8:45 am] 


ADVISORY COMMITTEE FELLOWSHIPS 
PANEL 

Meeting 

October 26, 1976. 

Pursuant to the provisions of the Fed¬ 
eral Advisory Committee Act (Pub. L. 
92-463) notice is hereby given that 
meetings of the Fellowships Panel will 
be held at 806 15th Street, N.W., room 
314, Washington, D.C. on December 15, 
17. 20, and 28, 1976. 

The purpose of the meetings is to re¬ 
view Summer Stipend applications sub¬ 
mitted to the National Endowment for 
the Humanities for 1977 summer grants. 

Because the proposed meetings will 
consider financial information and per¬ 
sonnel and similar files the disclosure of 
which would constitute a clearly unwar¬ 
ranted invasion of personal privacy, pur¬ 
suant to authority granted me by the 
Chairman’s Delegation of Authority to 
Close Advisory Committee Meetings, 
dated August 13, 1973,1 have determined 
that the meetings would fall within ex¬ 
emptions (4) and (6) of 5 U.S.C. 552(b) 
and that it is essential to close the meet¬ 
ings to protect the free exchange of in¬ 
ternal views and to avoid interference 
with operation of the Committee. 

It is suggested that those desiring more 
specific information contact the Advisory 
Committee Management Officer, Mr. 
John W. Jordan, 806 15th Street, N.W., 
Washington, D.C., 20506, or call area code 
202-382-2031. 

John W. Jordan, 
Advisory Committee 
Management Officer . 

(FR Doc.76-82797 Filed 11-5-76:8:46 am] 
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ADVISORY COMMITTEE RESEARCH 
GRANTS PANEL 

Meeting 

October 21, 1976. 

Pursuant to the provisions of the Fed¬ 
eral Advisory Committee Act (Pub. L. 
92-463) notice is hereby given that 
a meeting of the Research Grants Panel 
will be held at 806 15th Street, N.W.. 
Washington, D.C. 20506, in Room 1130, 
from 9 am to 5:30 pm on December 10, 
1976. 

The purpose of this meeting is to re¬ 
view applications submitted to the Edit¬ 
ing Program for the National Endow¬ 
ment for the Humanities, for projects 
beginning 1 April 1977. 

Because the proposed meetings will 
consider financial information and per¬ 
sonnel and similar files the disclosure of 
which would constitute a clearly unwar¬ 
ranted Invasion of personal privacy, pur¬ 
suant to authority granted me by the 
Chairman's Delegation of Authority to 
Close Advisory Committee Meetings, 
dated August 13, 1973.1 have determined 
that the meetings would fall within ex¬ 
emptions (4) and (6) of 5 U.S.C. 552(b) 
and that it is essential to close the meet¬ 
ing to protect the free exchange of in¬ 
ternal views and to avoid interference 
with operation of the Committee. 

It is suggested that those desiring more 
specific information contact the Advisory 
Committee Management Officer, Mr. 
John W. Jordan, 806 15th Street, N.W., 
Washington, D.C. 20506 or call area code 
202-382-2031. 

John W. Jordan, 
Advisory Committee 
Management Officer. 

|FR Doc.76-32796 Piled 11-5-76:8:45 am] 


ADVISORY COMMITTEE RESEARCH 
GRANTS PANEL 

Meeting 

October 21, 1976. 

Pursuant to the provisions of the Fed¬ 
eral Advisory Committee Act < Pub. L. 92— 
463) notice is hereby given that a meet¬ 
ing of the Research Grants Panel will be 
held at 806 15th Street, NW.. Washing¬ 
ton, D.C. 20506. in Room 1130, from 9 am 
to 5:30 pm on December 3, 1976. 

The purpose of this meeting is to re¬ 
view the computer methodology of appli¬ 
cations submitted to the Division of 
Research Grants for projects beginning 
1 April 1977. 

Because the proposed meeting will 
consider financial information and per¬ 
sonnel and similar files the disclosure of 
which would constitute a clearly unwar¬ 
ranted invasion of personal privacy, pur¬ 
suant to authority granted me by the 
Chairman’s Delegation of Authority to 
Close Advisory Committee Meetings, 
dated August 13. 1973,1 have determined 
that the meeting would fall within ex¬ 
emptions (4) and (6) of 5 U.S.C. 552(b) 
and that it is essential to close the meet¬ 
ing to protect the free exchange on in¬ 
ternal views and to avoid interference 
with operation of the Committee. 


It is suggested that those desiring more 
specific information contact the Advisory 
Committee Management Officer, Mr. 
John W. Jordan, 806 15th Street. NW., 
Washington, D.C. 20506, or call area code 
202-382-2031. 

John W. Jordan, 
Advisory Committee 
Management Officer. 

|FR Doc.76-32795 Piled 11-5-78:8:45 am) 

NATIONAL SCIENCE FOUNDATION 

INTERNATIONAL DECADC OF OCEAN 
EXPLORATION PROPOSAL REVIEW PANEL 

v Meeting 

In accordance with the Federal Ad¬ 
visory Committee Act, Pub. L. 92-463. the 
National Science Foundation announces 
the following meeting: 

Name: Proposal Review Panel for the Office 
for the International Decade of Ocean 
Exploration, Ad Hoc Subpanel for the Geo¬ 
chemical Ocean Sections Study Project. 
Date and Time: December 1, 1976—9:00 a.m. 
to 6:00 p.m. 

Place: Room 543. National Science Founda¬ 
tion, 1800 G Street, NW., Washington, 
D.C- 20550. 

Type of Meeting: Closed. 

Contact Person: Mr. Fee nan D. Jennings, 
Head, Office for the International Decade 
of Ocean Exploration, Room 605. National 
Science Foundation. Washington, D.C. 
20550. telephone (202 ) 632-7356. 

Purpose of Panel: To provide the IDOE Pro¬ 
posal Review Panel members with addi¬ 
tional expertise In the review and evalua¬ 
tion of proposals relating to oceanographic 
research related to the Geochemical Ocean 
Sections Study Project. 

Agenda: Detailed review and evaluation of 
new/renewal proposals for support of the 
Geochemical Ocean Sections Study Project. 
Reason for Closing: The proposals and project 
being reviewed Include Information of a 
proprietary or confidential nature, includ¬ 
ing technical Information; financial data, 
such as salaries: and personal Information 
concerning individuals associated with the 
proposals and project. These mattenj are 
within exemptions (4) and <6) of 6 U.S.C. 
552(b), Freedom of Information Act. The 
rendering of advice by the panel Is con¬ 
sidered to be a part of the Foundation’s 
deliberative process and la thus subject to 
exemption (5) of the Act. 

Authority to close Meeting: This determina¬ 
tion was made by the Committee Manage¬ 
ment Officer pursuant to provisions of sec¬ 
tion 10(d) of Pub. L. 92-463. The Commit¬ 
tee Management Officer was delegated the 
authority to make determinations by the 
Director. NSF. on February 11,1976. 

M. Rebecca Winkler. 
Acting Committee 
Management Officer. 
|FR Doc.76-32730 Filed 11-5-76:8:45 am | 

NUCLEAR REGULATORY 
COMMISSION 

(Dockets No®. 50-269. 50-270 and 50-287] 

DUKE POWER CO. 

Issuance of Amendments to Facility 
Operating Licenses 

The U.S. Nuclear Regulatory Commis¬ 
sion (the Commission) has issued 
Amendments Nos. 35, 35 and 32 to Facil¬ 


ity Operating Licenses Nos. DPR-3R. 
DPR-47 and DPR-55 issued on Duke 
Power Company (the licensee) which re¬ 
vised Technical Specifications for oper¬ 
ation of the Oconee Nuclear Station. 
Units Nos. 1, 2 and 3 (the facility) lo¬ 
cated in Oconee County, South Carolina. 
The amendments are effective as of its 
date of issuance. 

These amendments result from an 
Oconee Unit 3 exemption granted from 
the requirements of 10 CFR Part 50, Ap¬ 
pendix H. “Reactor Vessel Material Sur¬ 
veillance Program Requirements,’* and 
provide for the removal of the reactor 
vessel surveillance capsules for Unit 3. 
Cycle 2 operation and require that the 
Unit 3 capsule withdrawal schedule be 
revised prior to Unit 3 Cycle 3 operation. 

The application for these amendments 
complies with the standards and require¬ 
ments of the Atomic Energy Act of 1954, 
as amended (the Act), and the Commis¬ 
sion’s rules and regulations. The Com¬ 
mission has made appropriate findings as 
required by the Act and the Commission's 
rules and regulations in 10 CFR Chanter 
I. which are set forth in the license 
amendments. Prior public notice of these 
amendments was not required since the 
amendments do not involve a significant 
hazards consideration. 

The Commission has determined that 
the issuance of these amendments will 
not result in any significant environ¬ 
mental impact and that pursuant to 10 
CFR 51.5(d) (4) an environmental im¬ 
pact statement or negative declaration 
and environmental impact appraisal need 
not be prepared in connection with issu¬ 
ance of these amendments. 

For further details with respect to this 
action, see (1) the application for 
amendments dated September 24. 1976. 

(2) Amendments Nos. 35. 35 and 32 to 
Licenses Nos. DPFt-38, DPR-47 and 
DPR-55, and <3) the Commission’s re¬ 
lated Safety Evaluation. All of these 
items are available for public inspection 
at the Commission’s Public Document 
Room, 1717 H Street, NW. Washington. 
D.C. and at the Oconee County Library. 
201 South Spring Street. Walhalla. South 
Carolina 29691. A copy of items (2) and 

(3) may be obtained upon request ad¬ 
dressed to the Nuclear Regulatory Com¬ 
mission. Washington. D.C. 20555. Atten¬ 
tion: Director, Division of Operating Re¬ 
actors. 

Dated at Bethesda. Maryland, this 23rd 
day of October 1976. 

For the Nuclear Regulatory Commis¬ 
sion. 

A. Schwencku. 

Chief , Operating Reactors 

Branch No. 1. Division of Op¬ 
erating Reactors. 

(FR Doc.76 32769 Filed 11-5-76:8:45 am) 


(Dockets Nos. 50-269. 60-270. and BO-287) 

DUKE POWER CO. 

Issuance of Amendments to Facility 
Operating Licenses 

The U.S. Nuclear Regulatory Commb- 
sion (the Commission) has l^ sUC 
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Amendments Nos. 34. 34 and 31 to Facil¬ 
ity Operating Licenses Nos. DPR-38, 
DPR-47 and DPR-55, respectively, is¬ 
sued to Duke Power Company which re¬ 
vised the licenses for operation of the 
Oconee Nuclear Station Units Nos. 1, 2. 
and 3, located in Oconee County. South 
Carolina. The amendments are effective 
as of the date of issuance. 

These amendments (1) revise the 
Technical Specifications to establish op¬ 
erating limits for Unit 3 Cycle 2 opera¬ 
tion based upon an acceptable Emer¬ 
gency Core Cooling System evaluation 
model conforming to the requirements of 
10 CFR 50.46 and (2) terminate the op¬ 
erating restrictions Imposed on Unit 3 
by the Commission’s December 27. 1974 
Order for Modification of License. 

The application for the amendments 
complies with the standards and re¬ 
quirements of the Atomic Energy Act of 
1954, as amended (the Act), and the 
Commission's rules and regulations. The 
Commission has made appropriate find¬ 
ings as required by the Act and the Com¬ 
mission’s rules and regulations in 10 CFR 
Chapter I. which are set forth in the li¬ 
cense amendments. Notice of Proposed 
Issuance of Amendment to Facility Op¬ 
erating License No. DPR-55 in connec¬ 
tion with this action was published in 
the Federal Regster on September 16. 
1976 (41 FR 39848). No request for a 
hearing or petition for leave to intervene 
was filed following notice of the proposed 
action. 

The Commission has determined that 
the issuance of these amendments will 
not result In any significant environ¬ 
mental impact and that pursuant to 10 
CFR 51.5(d)(4) an environmental im¬ 
pact statement or negative declaration 
and environmental impact appraisal 
need not be prepared in connection with 
the Issuance of these amendments. 

For further details with respect to this 
action, see (1) the application for 
amendments dated July 21. 1976, as sup¬ 
plemented August 20, October 7, Octo¬ 
ber 19. October 20. and October 20. 1976. 
( 2) Amendments Nos. 34. 34 and 31 to 
Licenses Nos. DPR-38. DPR-47 and DPR- 
55. respectively and (3) the Commission's 
related Safety Evaluation. All of these 
items are available for public inspection 
at the Commission's Public Document 
Room. 1717 H 8treet. NW.. Washington. 
D C. and at the Oconee County Library, 
201 South Spring Street. Walhalla, 
South Carolina 29691. A copy of items 
<2) and <3> may be obtained upon re¬ 
quest addressed to the U.S. Nuclear Reg¬ 
ulatory Commission. Washington. D.C. 
20555. Attention: Director, Division of 
Operating Reactors. 

0( Pated at Bethesda, Maryland, this 
22nd day of October 1976. 

. Fur tlie Nuclear Regulatory Commis¬ 
sion. 

A. Schwencer, 

Chief, Operating Reactors 
Branch No. 1, Division of Op¬ 
erating Reactors. 

(PR Doc. 70-32770 Piled 11-5-70; 8:45 ami 


(docket No. 50-2451 


SOUTHERN CALIFORNIA EDISON CO. AND 

SAN DIEGO GAS AND ELECTRIC CO. 

Issuance of Amendment to Provisional 
Operating License 

The U.S. Nuclear Regulatory Commis¬ 
sion (the Commission) has Issued 
Amendment No. 22 to Provisional Oper¬ 
ating License No. DPR-13, issued to 
Southern California Edison Company 
and San Diego Gas and Electric Com¬ 
pany (the licensee), which revised Tech¬ 
nical Specifications for operation of the 
San Onofre Nuclear Generating Station. 
Unit No. 1 (the facility), located in San 
Diego. California. The amendment is ef¬ 
fective as of its date of issuance. 

The amendment deletes the "(60 
cycle)" notation from the source range 
channel test requirement of Section 4.1 
in the Technical Specifications. 

The application for the amendment 
complies with the standards and require¬ 
ments of the Atomic Energy Act of 1954, 
as amended (the Act). and the Commis¬ 
sion's rules and regulations. The Com¬ 
mission has made appropriate findings 
as required by the Act and the Commis¬ 
sion’s rules and regulations in 10 CFR 
Chapter I. which are set forth in the li¬ 
cense amendment. Prior public notice of 
this amendment was'not required since 
the amendment does not Involve a sig¬ 
nificant hazards consideration. 

The Commission has determined that 
the Issuance of this amendment will not 
result in any significant environmental 
impact and that pursuant to 10 CFR 51.5 
(d)(4) an environmental impact state¬ 
ment or negative declaration and envir¬ 
onmental impact appraisal need not be 
prepared in connection with issuance of 
this amendment. 

For further details with respect to this 
action, see (1) the application for 
amendment dated July 30. 1976, (2) 
Amendment No. 22 to License No. DPR- 
13, and (3) the Commission’s related 
Safety Evaluation. All of these items are 
available for public inspection at the 
Commission’s Public Document Room. 
1717 H Street. NW., Washington. D.C. 
and at the San Clemente Public Library, 
233 Granada Street, San Clemente. 
California. 

A copy of items (2) and (3) may be 
obtained upon request addressed to the 
U.S. Nuclear Regulatory Commission, 
Washington. D.C. 20555, Attention: Di¬ 
rector, Division of Operating Reactors. 

Dated at Bethesda. Maryland, this 26th 
day of October 1976. 


For the Nuclear Regulatory Comm Is 
sion. 


A. Schwencer, 

Chief, Operating Reactors 
Branch No. 1, Division of 
Operating Reactors . 


| FR Doc.76-32771 Filed 11-5-76:8:45 am| 


| Docket No. STN 50 484 J 


NORTHERN STATES POWER COMPANY 
(MINNESOTA) ET AL. 

Receipt of Additional Antitrust Information; 
Time for Submission of Views 


Northern States Power Company, pur¬ 
suant to Section 103 of the Atomic En¬ 
ergy Act of 1954. as amended, filed on 
August 20. 1976. information requested 
by the Attorney General for Antitrust 
Review as required by 10 CFR 50, Appen¬ 
dix L. This information adds Cooperative 
Power Association, Dairy land Power Co¬ 
operative. and Lake Superior District 
Power Company as owners of the Tyrone 
Energy Park, Unit No. 1. 

The information was filed by Northern 
States Power Company (Minnesota) in 
connection with an application for a 
construction permit and operating li¬ 
cense for a pressurized water nuclear re¬ 
actor to be located on the applicants' site 
in Dunn County. Wisconsin. The Tyrone 
Energy Park, Unit No. 1 is a SNUPPS 
standardized plant design. 

The original antitrust portion of the 
application was submitted on April 30, 
1974, and Notice of Receipt of Applica¬ 
tion for Construction Permits and Facil¬ 
ity Licenses and Availability of Appli¬ 
cants’ Environmental Report; Time for 
Submission of Views on Antitrust Mat¬ 
ters was published in the Federal Regis¬ 
ter on August 30. 1974 (39 FR 31683). 
The Notice of Hearing was published in 
the Federal Register on August 30, 1974 
(39 FR 31688). 

A copy of all the above stated docu¬ 
ments are available for public inspection 
at the Commission’s Public Document 
Room. 1717 H Street, N.W., Washington. 
D.C. 20555 and at the University of Wis¬ 
consin, Stout Library. Menomonie, Wis¬ 
consin 54751. 

Any person who wishes to have his 
views on the antitrust matters of the ap¬ 
plication presented to the Attorney Gen¬ 
eral for consideration should submit such 
views to the U.S. -Nuclear Regulatory 
Commission, Washington, D.C. 20555. At¬ 
tention : Antitrust and Indemnity Group, 
Nuclear Reactor Regulation, on or be¬ 
fore January 10.1977. 


Dated at Bethesda, Maryland, this 2nd 
day of November. 1976. 


For the Nuclear Regulatory Commis¬ 
sion. 


Olan D. Parr. 

Chief, Light Water Reactors 
Branch No. 3, Division of 
Project Management. 


| FR Doc.76-32708 Filed ll-5-76;8:45 am) 


ADVISORY COMMITTEE ON REACTOR 
SAFEGUARDS; SUBCOMMITTEE ON 
EMERGENCY CORE COOLING SYSTEMS 
(ECCS) 

Postponement of Meeting 

The November 6. 1976 meeting of the 
ACRS Subcommittee on Emergency Core 
Cooling Systems (ECCS) has been post¬ 
poned indefinitely. Notice of this meet- 
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lng was published in Federal Register 
Vol. 41 on Thursday, October 21, 1976, 
page 46525. 

Dated: November 2, 1976. 

John C. Hoyle, 
Advisory Committee 
Management Officer. 

Note. —This document is being reprinted 
without change from the Issue of Friday, 
November 5, 1976. 

IFR Doc.76-32613 Filed ll-5-76;8:45 am] 


ADVISORY COMMITTEE ON REACTOR 
SAFEGUARDS 

Revised Meeting Notice 

The meeting notice for the subject 
meeting to be held on November 11-13, 
1976 (published on Tuesday, October 26, 
1976—FR Volume 41. No. 207) is revised 
as follows. 

In accordance with the purposes of sec¬ 
tions 29 and 182b. of the Atomic Energy 
Act (42 U.S.C. 2039, 2232b.), the Ad¬ 
visory Committee on Reactor Safeguards 
will hold a meeting on November 11-13, 
1976, in Room 1046, 1717 H Street, NW, 
Washington. DC. 

The agenda for the subject meeting 
will be as follows: 

Thursday, November 11, 1976 

8:30 A.M.—8 ! 30 A.M.: EXECUTIVE SESSION 
(CLOSED) 

The Committee will meet in closed execu¬ 
tive session to exchange and discuss the per¬ 
sonal opinions of individual members leading 
to the formulation of advice and recom¬ 
mendations regarding procedures for con¬ 
duct of ACRS meetings. The Committee will 
also discuss the individual opinions and rec¬ 
ommendations of ACRS members and con¬ 
sultants who may be present regarding the 
request for Preliminary Design Approval of 
the General Electric Standard Safety Analysts 
Report (GESSARr-238) and the General Elec¬ 
tric Standard Safety Analysis Report 
(GESSAR-251). 

0130 A M.-1 .*00 P.M.: GENERAL ELECTRIC STAND¬ 

ARD SAFETY ANALYSIS REPORT (GES8AR-238) 

AND GENERAL ELECTRIC STANDARD SAFETY 

ANALYSIS REPORT (GESSAR-251) (OPEN) 

The Committee will meet with representa¬ 
tives of the NRC Staff and the General Elec¬ 
tric Company to hear presentations and hold 
discussions regarding the request for Pre¬ 
liminary Design Approval of these standard¬ 
ized plants. Portions of this session will be 
closed if required to discuss proprietary in¬ 
formation related to the design, construction 
or operation of these standard plants. Closed 
portions will also be held if necessary to dis¬ 
cuss security provisions for this type of fa¬ 
culty and for Committee deliberative ses¬ 
sions. 

2:00 P.M.-6:30 P.M.I EXECUTIVE SESSION 

(CLOSED) 

The Committee will discuss the individual 
opinions and recommendations of ACRS 
members and consultants who may be pres¬ 
ent regarding the request for a Manufactur¬ 
ing License for the Floating Nuclear Plant, 
proposed Regulatory Guides, review of se¬ 
lected light water reactor safety matters, ac¬ 
tivities of ACRS members and candidates for 
ACRS membership. 


NOTICES 

Friday, November 12, 1976 

a:so a.m. —a:ao a.m.: executive session 

(OPEN) 

The Committee will meet with the Execu¬ 
tive Director for Operations to discuss the 
status of licensing activities and review of 
selected safety issues related to nuclear re¬ 
actors. 

0:30 a.m.— 12:00 noon: executive session 

(CLOSED) 

The Committee will meet In closed session 
to exchange and discuss the personal opin¬ 
ions and recommendations of individual 
members and consultants who may be pres¬ 
ent leading to the fonnulatlon of advice re¬ 
garding the Midland Plant Units 1 and 2, 
proposed criteria regarding air shipment of 
radioactive material and the Reactor Safety 
Study (WASH-1400). 

J :00 P.M.-3:30 P.M.: TRANSPORTATION OF RA¬ 

DIOACTIVE MATERIAL (OPEN) 

The Committee will hear presentations by 
and hold discussions with represents'^es of 
the NRC Staff regarding proposed criteria for 
air shipment of radioactive material. 

3130 P.M.-6130 PJH.: EXECUTIVE SESSION 

(CLOSED) 

The Committee wUl meet in closed session 
to exchange and discuss opinions and recom¬ 
mendations of individual members leading 
to the formulation of Committee advice and 
recommendations to the Commission with 
respect to ACRS activities, and the projects 
and proposed criteria considered at this 
meeting. 

Saturday, November 13, 1976 

8:30 A.M.- 12:00 NOON: EXECUTIVE SESSION 

(CLOSED) 

The Committee will meet in closed session 
to exchange and discuss personal opinions 
and recommendations leading to the formu¬ 
lation of advice with respect to Items con¬ 
sidered at this meeting. Proposed ACRS ac¬ 
tivities and reports on generic matters such 
as management of radioactive wastes wUl 
also be discussed. 

The Committee members will exchange 
and discuss the opinions and recommenda¬ 
tions of individual members and consultants 
who may be present regarding the request 
for an Operating License for the Diablo 
Canyon Nuclear Plant Units 1 and 2. 

1:00 P.M.-* 100 P.M.: DIABLO CANYON NUCLEAR 
POWER PLANT UNITS X AND 2 (OPEN) 

The Committee will hear presentations by 
and hold discussions with representatives of 
the Applicant and the NRC Staff regarding 
the request for an Operating License for this 
plant spebiflcally related to the seismic char¬ 
acteristics of the site and related structural 
design of the facility. Portions of this ses¬ 
sion will be closed if required to discuss 
proprietary material related to the design, 
construction or operation of this plant. 

I have determined in accordance with 
subsection 10(d) of Pub. L. 92-463 that 
it is necessary to close portions of the 
meeting as noted above to protect pro¬ 
prietary data (5 U.S.C. 552(b)(4)), to 
protect the free exchange of opinion dur¬ 
ing the Committee’s deliberative process 
<5 U.S.C. 552(b) (5)) and to protect in¬ 
formation which, if released, would rep¬ 
resent an undue invasion of privacy (5 
U.8.C. 552(b) (6) ). These closed sessions 
will consist primarily of deliberative dis¬ 


cussion among the Committee members 
leading to the formulation of advice and 
recommendations to the Nuclear Regu¬ 
latory Commission. Separation of factual 
Information and information considered 
exempt from disclosure under exemption 
(4) and exemption (6) of 5 U.S.C. 552<b> 
from the individual advice, opinion or 
recommendations of ACRS members and 
consultants during this discussion is not 
considered practical. 

Practical considerations may dictate 
alterations in the above agenda or sched¬ 
ule. The Chairman of the Committee is 
empowered to conduct the meeting in a 
manner that in his judgment will facili¬ 
tate the orderly conduct or business, in¬ 
cluding provisions to carry over an in- 
completed open session from one day to 
the next. 

With respect to public participation in 
the open portion of the meeting, the fol¬ 
lowing requirements shall apply: 

(a) Persons wishing to submit written 
statements regarding the agenda items 
may do so by providing a readily repro¬ 
ducible copy to the Committee at the 
beginning of the meeting. Comments 
should be limited to safety Felated areas 
within the Committee’s purview. Persons 
desiring to mail written comments may 
do so by mailing a readilv reproducible 
copy thereof in time for consideration at 
this meeting. Comments postmarked no 
later than November 3. 1976, to the Ex¬ 
ecutive Director. Advisory Committee on 
Reactor Safeguards, Nuclear Regula¬ 
tory Commission, Washington. DC 20555 
will normally be received in time to be 
considered at this meeting. Background 
information concerning items to be con¬ 
sidered at this meeting can be found in 
documents on file and available for pub¬ 
lic inspection at the Nuclear Regulatory 
Commission’s Public Document Room 
1717 H Street. NW., Washington. DC 
20555 and at the following Public Docu¬ 
ment Rooms: 

Diablo Canyon Nuclear Plant Units 1 ani* 2 

8an Luis Obispo County Free Library. 

San Luis Obispo, CA 93406. 

(b) Those persons wishing to make 
oral statements regardihg agenda items 
at the meeting should make a request to 
do so prior to the meeting, identifying 
the topics and desired presentation time 
so that appropriate arrangemen tsS can 
be made. The Committee will receive 
oral statements in safety related areas 
within the Committee’s purview at an 
appropriate time chosen by the Chair¬ 
man of the Committee.. 

(c) Further information regarding 
topics to be discussed, whether the meet¬ 
ing or portions of the meeting have been 
cancelled or rescheduled, the Chslrman’s 
ruling on requests for the opportunity 
to present oral statements, and the time 
allotted therefor, can be obtained by a 
prepaid telephone call on November 10. 
1976, to the Office of the Executive Direc¬ 
tor of the Committee (Telephone: 202- 
634-1371) between 8:15 A M. and 5:00 
P.M., Eastern Time. It should be noted 
that the above schedule is tentative 
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based on the anticipated availability of 
related information, etc. It may be neces¬ 
sary to reschedule items to accommodate 
required changes. The ACRS Executive 
Director will be prepared to describe 
these changes on November 10, 1976. 

i a > Questions may be propounded only 
by members of the Committee and its 
consultants. 

>e) The use of still, movie, and tele¬ 
vision cameras, the physical installation 
and presence of which will not interfere 
with the course of the meeting, will be 
permitted both before and after the 
meeting and during any recess. The use 
of such equipment will not, however, be 
allowed while the meeting is in session. 

(f) Persons with agreements or orders 
permitting access to proprietary infor¬ 
mation other than safeguards informa¬ 
tion may attend portions of ACRS 
meetings where this material is being 
discussed upon confirmation that such 
agreements are effective and relate to 
the material being discussed. 

The Executive Director of the ACRS 
should be informed of such an agree¬ 
ment at least 3 days prior to the meet¬ 
ing so that the agreement can be con¬ 
firmed and a determination can be made 
regarding the applicability of this agree¬ 
ment to the material that will be dis¬ 
cussed during the meeting. Minimum 
information provided should include in¬ 
formation regarding the date of the 
agreement, the scope of material in¬ 
cluded in the agreement, the project or 
projects involved, and the names and 
titles of the persons signing the agree¬ 
ment. Additional information may be re¬ 
quested to identify the specific agree¬ 
ment involved. A copy of the executed 
agreement should be provided to the 
Executive Director at the beginning of 
the meeting. 

(g> A copy of the transcript of the open 
portions of the meeting will be available 
for inspection during the following work¬ 
day at the Nuclear Regulatory Commis¬ 
sion’s Public Document Room. 1717 H 
Street, NW, Washington. DC. Copies of 
the minutes of the meeting will be made 
available for inspection at the Nuclear 
Regulatory Commission’s Public Docu¬ 
ment Room, 1717 H Street, NW. Wash¬ 
ington, DC, on or after February 11,1977. 
Copies may be obtained upon payment of 
appropriate charges. 

Date. November 3,1976. 

John C. Hoyle, 
Advisory Committee 
Management Officer. 

Note.—T his document ts reprinted with¬ 
out change from the Issue of Friday, Novem¬ 
ber 5, 1976. 

I PR Doc.76-32787 FUed 11-4-76:8:46 am) 

OFFICE OF MANAGEMENT AND 
BUDGET 

PRIVACY ACT OF 1974 
Reports on New Systems 

The purpose of this notice is to list 
reports on new systems filed with the 
Office of Management and Budget to give 


members of the public the opportunity 
to make inquiries about them and to 
comment on them. 

The Privacy Act of 1974 requires that 
agencies give advance notice to the Con¬ 
gress and the Office of Management and 
Budget of their intent to establish or 
modify systems of records subject to the 
Act (5 U.S.C. 552a(o>). During the pe¬ 
riod October 18, through October 29.1976 
the Office of Management and Budget, 
received the following reports on new (or 
revised > systems of records. 

Department of Health, Education, and 
Welfare 

System names: 

(1) Medical Records of Vinyl Chlorida 
and Carcinogen Workers. 

(2> Coal Handlers Study. 

(3> Litigation Master Record File. 

Report date: 

October 26. 1976. 

Point of contact: 

John Ottina (for specific points of con¬ 
tact). Assistant Secretary for Adminis¬ 
tration and Management. Department of 
Health. Education and Welfare, Wash¬ 
ington, D C. 20201. 

Fhillip D. Larsen. 

Acting Assistant to the Director 
for Administration. 

|FR Doc.76 32722 FUed ll-5-76;8:45 ftm| 


Office of Federal Procurement Policy 

MEMORANDUM FOR THE SECRETARY OF 
DEFENSE, THE SECRETARY OF HEALTH, 
EDUCATION, AND WELFARE, THE SEC¬ 
RETARY OF THE INTERIOR, THE SEC¬ 
RETARY OF TRANSPORTATION, THE 
ADMINISTRATOR OF GENERAL SERV- 
ICES, THE ADMINISTRATOR OF VET¬ 
ERANS AFFAIRS 

National Supple System 

August 3, 1976. 

It is said of institutions that, like 
clocks, they must occasionally be cleaned, 
wound up. and set to “true time.” In this 
bicentennial year, it is appropriate that 
we who are engaged, either as managers 
or consumers, in the logistics systems of 
the Federal Government, examine our 
basic structures and systems, clear away 
the accumulated inefficiencies, and, 
where necessary, adjust our logistics in¬ 
stitutions to “true time.” As befits a pe¬ 
riod of retrospection and recommitment, 
such an effort entails not only the review 
and appraisal of the achievements of the 
past, but also the identification of those 
major tasks yet before us and the orien¬ 
tation of ourselves and our resources to 
their accomplishment. The purpose of 
this memorandum is to Initiate that 
effort. 

Threaded throughout the logistics 
literature of the last decade, the term 
“National Supply System” appears with 
surprising regularity—surprising in that 
nowhere is the term formally defined and 
fully described. Despite the lack of con¬ 
ceptual clarity, however, it is apparent 
that the term’s authors and users refer 


to a single, integrated Government-wide 
system for the procurement and supply 
of common items used by agencies of the 
Federal Government. Those writers 
recognize that such a system does not 
now exist. Rather, it is generally agreed 
that in the absence of a precise and au¬ 
thoritative exposition of the Govern¬ 
ment’s policies and objectives with 
regard to a National Supply System, a 
proliferation of nonintegrated logistics 
procedures among Federal agencies has 
occurred. Many of these procedures, de¬ 
veloped on the basis of limited perspec¬ 
tives and in response to immediate needs, 
are restricted in application and redun¬ 
dant in terms of Government-wide sup¬ 
ply needs. Moreover, while certain 
mechanisms currently in being, such as 
the Federal Catalog System, offer the 
potential for Government-wide use. most 
observers acknowledge that this potential 
has not been exploited fully. In some in¬ 
stances, it may have been hampered by 
the lack of a structural framework that 
takes into account the resources, cana- 
billties and needs of small decentralized 
agencies as well as those of their large, 
centralized counterparts. As a result of 
these and other factors, the present 
logistics system, in the opinion of many, 
is marked with an undesirable and un¬ 
acceptable degree of fragmentation in 
responsibilities, duplication in functions, 
and inefficiency in operation. 

In spite of these short comings, there 
are many positive and commendable as¬ 
pects of current logistics operations. Dur¬ 
ing the last decade, significant advances 
have been made in identifying root causes 
and likely solutions to present ineffi¬ 
ciencies. Efforts by the Department of 
Defense and the General Services Admin¬ 
istration have been especially construc¬ 
tive. Through their joint endeavors, par¬ 
ticularly undesirable examples of dupli¬ 
cation and overlap have been, and are 
continuing to be, eliminated. Moreover, 
ongoing developments in communications 
and information management technol¬ 
ogy now offer a more effective and af¬ 
fordable means for binding together all 
the participants of a Federal supply sys¬ 
tem in a more fully integrated and re¬ 
sponsive relationship. These activities 
and developments comprise the founda¬ 
tion upon which we. in a new. coordi¬ 
nated. and comprehensive effort, can 
build a truly integrated National Supply 
System. 

We fully appreciate the scope and com¬ 
plexity of the task we are proposing to 
undertake. To be truly effective we must 
deal with policies and procedures affect¬ 
ing all aspects of the procurement and 
supply process from item entry to item 
disposal, from procurement assignment 
to depot utilization, and from cataloging 
to requisitioning. To assure that such a 
far-reaching and multifaceted endeavor 
reflects the cumulative best judgment of 
the Federal logistics community, I have 
decided to establish a broad-based, high 
level forum to advise and assist my Office 
in meeting its responsibilities under 
Pub. L. 93-400. 

A formal charter has been prepared 
which establishes such an instrumen- 
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tality. The charter, copies of which are 
attached, details the purposes, composi¬ 
tion, and responsibilities of a National 
Supply System Advisory Board. It also 
details the responsibilities and relation¬ 
ships of the primary agent of the Advi¬ 
sory Board, namely, a National Supply 
Sytem Steering Committee. 

By institutionalizing this effort, which 
is the effect of the charter, we are cre¬ 
ating a comprehensive framework which 
will permit the coordinated oversight and 
direction of those many areas that must 
be examined and for which policies must 
be developed. Some examinations are al¬ 
ready underway such as those relating to 
the Federal Government’s procurement 
and supply of medical items and nonper¬ 
ishable subsistence. Others, such as that 
dealing with the increased use of com¬ 
mercial products and commercial dis¬ 
tribution systems by the Federal Govern¬ 
ment, are in their initial stages. The need 
for still others will become apparent as 
tine definition of the system, a specific 
and initial responsibility of the Advisory 
Board, takes on substance. 

The attached charter will become ef¬ 
fective as of the date of the last signature 
thereto. Following signature by an appro¬ 
priate official of your organization, please 
return a signed copy to this office. 

Hugh E. Witt, 
Administrator, Office of 
Federal Procurement Policy. 

National. Supply System Advisory Board 
charter 

l. Reference. 

Pub. L. 93-400, Office of Federal Procure¬ 
ment Policy Act of 1974. 

II. Purpose. 

The purpose of this Charter Is to establish 
a high level, interagency forum, to be 
known as the "National Supply System Advi¬ 
sory Board." and to delineate Its responsibili¬ 
ties and relationships. 

m. Objective. 

Despite substantial progress during the 
last decade, unnecessary overlap and duplica¬ 
tion continue to burden the procurement 
and supply functions of the Federal Govern¬ 
ment. The presence of these factors has re¬ 
sulted in the ineffective use and consequent 
waste of Federal resources, and has pre¬ 
vented the establishment of a single Inte¬ 
grated system for the supply of common 
items. 

To eliminate waste and promote economy 
In Federal procurement and supply activi¬ 
ties, a new, coordinated, and comprehensive 
effort is necessary. The National Supply Sys¬ 
tem Advisory Board wUl serve as the principal 
Interagency mechanism in this effort. The 
Advisory Board will advise and assist the 
Administrator for Federal Procurement 
Policy with the objective of developing and 
Implementing a single. Integrated Govern¬ 
ment-wide system for the procurement and 
supply of common items used by agencies 
of the Federal Government (i.e., a National 
Supply System). Areas for consideration in 
the establishment of a National Supply 
System include, but are not restricted to, the 
following: cataloging and logistics data, 
standardization, requisition and order proc¬ 
essing, storage and distribution, item man¬ 
agement and procurement assignments, and 
disposal and reutliizatlon. 

IV. General Provisions. 

A. Composition. 1. The National Supply 
System Advisory Board will be chaired by 


the Administrator for Federal Procurement 
Policy and will comprise the following of¬ 
ficials: 

Assistant Secretary for Installations and 
Logistics. Department of Defense; 

Assistant Secretary for Administration and 
Management. Department of Health, Edu¬ 
cation, and Welfare; 

Assistant Secretary for Management, 
Department of the Interior; 

Assistant Secretary for Administration. 
Department of Transportation; 

Deputy Administrator, General Services 
Administration; 

Deputy Administrator, Veterans Admin¬ 
istration. 

2. The Assistant Administrator for Logis¬ 
tics. Office of Federal Procurement Policy 
(OFPP). will serve as the Executive Secre¬ 
tary of the Advisory Board. 

3. Each member may designate an alternate 
who will participate fully In the delibera¬ 
tions of the Advisory Board in the absence of 
the principal member. 

4. Executive departments and agencies will 
be called on to assist the Advisory Board in 
its fact-finding, concept development and 
testing, and program evaluation efforts. Un¬ 
less otherwise directed, suggestions or com¬ 
ments for consideration by the Advisory 
Board should be submitted to the Chairman, 
National Supply System Advisory Board, Of¬ 
fice of Federal Procurement Policy, Office of 
Management and Budget, 726 Jackson Place, 
N.W.. Washington, D.C. 20603. 

B. Responsibilities . 1. General. The Ad¬ 
visory Board will provide advice and assist¬ 
ance to the Administrator for Federal Pro¬ 
curement Policy on all matters associated 
with the development. Implementation and 
maintenance of a National Supply System. 

2. Specific. In the development and imple¬ 
mentation of a National Supply System, the 
Advisory Board will: 

a. Define and describe an optimum Na¬ 
tional Supply System, taking into account 
present and anticipated customer reeds, sup¬ 
ply manager capabilities, and the logistics 
environment. 

b. Analyze current systems of supply within 
the Federal Government and Identify areas 
of variance, conflict, duplication and In¬ 
efficiency. In addition, analyze Government 
and non-Government systems of supply and 
Identify procedures, processes and methods 
with potential application to the National 
Supply System. 

c. Develop and recommend to the Adminis¬ 
trator for Federal Procurement Policy pro¬ 
grams, procedures and policies for a National 
Supply System; and a comprehensive, time- 
phased plan for its establishment and 
Implementation. 

C. /nstrumcntalitis. Coincident with the 
establishment of the Advisory Beard, there is 
also established a subordinate group con¬ 
sisting of agencies with Government-wide 
supply responsibilities to be known as the 
National Supply System Steering Committee. 
The Steeling Committee will (1) serve at the 
direction, and as principal agent, of the Ad¬ 
visory Board. (2) develop, test, and imple¬ 
ment, or as appropriate, oversee the develop¬ 
ment, testing and implementation of con¬ 
cepts, programs, and procedures as directed 
by the Advisory Board, (3) establish ad hoc 
or permanent task groups to d?al with spec- 
fle aspects or phases of this project, and (4) 
coordinate the activities of already existing 
interagency entities (eg.. Commissions, Com¬ 
mittees, Task Groups) formed to effect im¬ 
provements in various aspects of current 
Federal supply systems. 

1. Composition. The Assistant Administra¬ 
tor for Logistics, Office of Federal Procure¬ 
ment Policy will serve as Chairman of the 
Steering Committee. In addition, the Steering 
Committee will consist of the Deputy Assist¬ 
ant Secretary of Defense (8upply, Main¬ 


tenance and Services), Office of the Assistant 
Secretary of Defense (Installations and Logis¬ 
tics), Department of Defense; the Commis¬ 
sioner, Federal Supply Servlc?, General Serv- 
icee Administration; and the Director, Supply 
Service, Veterans Administration, who win 
be known as Permanent Members. Each Per¬ 
manent Member will be supported by an 
Alternate Member who will serve in the 
absence of the Permanent Member. The 
Steering Committee may be expanded by the 
Chairman, in consultation with the Perma¬ 
nent Members, to lnelude Special Members 
when the need for a specific expertise arises. 

2. Methodology . Generally, the Steering 
Committee will perform its assignments in a 
corporate fashion. Individual Members or 
groups of Members, however, may bo re¬ 
quested by the Chairman to perform speeffic 
tasks, or be designated by the Chairman as 
leaders of Interagency Task Groups or Task 
Forces reporting to the Steering Committee. 

D. Meetings. Deliberations of the Advisory 
Board and the Steering Committee will be 
accomplished. Insofar as possible, through 
regularly scheduled meetings. Schedules for 
such meetings will be developed by the re¬ 
spective Chairmen in consultation with the 
Advisory Board/Steering Committee mem¬ 
bers. Irregularly scheduled meetings will be 
arranged at the discretion of the respective 
Chairmen. 

E. Administrative Arrangements. Admin¬ 
istrative support for the Advisory Board and 
for the Steering Committee, Including con¬ 
ference rooms, document preparation and 
records maintenance, will be provided, Inso¬ 
far as possible, by the Office of Federal Pro¬ 
curement Policy. Administrative support for 
ad hoc and permanent task groups/ task 
forces will be provided by the agency em¬ 
ploying the task group/task force leader. Pay 
and travel expenses for each Individual in¬ 
volved In this effort will be provided by the 
employing agency. 

V. Revisions. Substantive revisions to this 
Charter are contingent upon the concurrence 
of all signatories hereto. Revisions of an edi¬ 
torial or nonsubstantive nature may be 
effected at the discretion of the Administra¬ 
tor for Federal Procurement Policy. 

VI. Effective Date. This Charter is effec¬ 
tive as of October 12. 1978 and will remain 
in effect until formally rescinded by the 
Administrator for Federal Procurement 
Policy. 

[FR Doc.76-32723 Filed 11-5-76:8:45 am| 

SECURITIES AND EXCHANGE 
COMMISSION 

[Release 34-120351 

PROGRAM FOR ALLOCATION OF 
REGULATORY RESPONSIBILITIES 

Hearings 

The Securities and Exchange Commis¬ 
sion today announced that it will conduct 
public hearings with respect to the 1m* 
piementation of Rule 17d-2 (17 C FR 
240.17d-2) (hereinafter § 240 . 1 7d-2) 
which adopts a program for allocation oi 
regulatory responsibilities in order to re¬ 
duce regulatory duplication. See an¬ 
nouncement of adoption under Title l* 
in the Rules and Regulations section oi 
this issue of the Federal Register. 

On October 28, 1976 in Securities Ex¬ 
change Act Release No. 34 - 12935 . tne 
Commission adopted § 240.17d-2, effec¬ 
tive December 15, 1976, which calls upon 
self-regulatory organizations to propos 
to the Commission a plan or series m 
plans for allocating regulatory responsi¬ 
bilities with respect to members or pat- 
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ticipante which they have in common. 
Initial plans may be filed within ninety 
<90) days of the effective date of the 
section. i.e., on or before March 15, 1977, 
or at such later time as the Commission 
may determine at the conclusion of the 
hearings. 

In order to propose plans for alloca¬ 
tion. self-regulatory organizations should 
,thoroughly analyze the interaction 
among self-regulators in the operation 
of the regulatory system, identify specific 
areas of duplication, evaluate which of 
these are appropriate for allocation, and 
formulate plans which will alleviate du¬ 
plication in those areas. In addition, 
where allocation may be considered in¬ 
appropriate, self-regulators should con¬ 
sider other methods of coordinating 
regulation of members or participants 
which they have in common. 

In order to facilitate the efforts of the 
self-regulatory community to propose 
plans that can be Integrated into a com¬ 
prehensive, effective and efficient system 
of regulation, the Commission has deter¬ 
mined to provide a forum for the pres¬ 
entation of factual data which self¬ 
regulators will require in order to assess 
their regulatory capabilities and proce¬ 
dures, including availability of staff, con¬ 
venience of location, and unnecessary 
duplication, in relation to those of other 
self-regulators. This testimony will pro¬ 
vide additional bases for Commission 
consideration of any plans which may be 
submitted pursuant to § 240.17d-2. 

To this end, testimony should focus on 
identification of specific areas of duplica¬ 
tion in regulation and assessment of 
which of these areas would be appropri¬ 
ate for allocation among self-regulators. 
Where allocation appeal's to be inappro¬ 
priate, testimony should be directed to¬ 
ward procedures which may be applied to 
coordinate the regulation of members 
or participants. 

In addition, the Commission has deter¬ 
mined to solicit testimony with respect 
to the viability of the concept of des¬ 
ignating a single self-regulator for a 
broker or dealer in light of the analysis 
of the present system of self-regulation 
and tlie potential Impact of the alloca¬ 
tion program. 

Procedures Relating to Public Hearings 

The public hearings are scheduled to 
commence at 10:00 a.m. on November 30. 
1976 at the Securities and Exchange 
Commission, 500 North Capitol Street. 
NW. f Washington, D.C. 20549. Any per¬ 
sons who wish to make an oral presenta¬ 
tion of their views are requested to write 
or call Daniel J. Piliero H at 202-755-1390 
before November 20. 1976. All witnesses 
are required to submit twenty-five (25) 
copies of their prepared statements not 
later than four (4) business days in 
advance of the date of their scheduled 
appearance. 

Persons making oral statements should 
unit their prepared presentations to 
iwenty-flve minutes, unless a longer 
Period of time is approved, and should 
I* Prepared to respond to specific in- 
™r f rom the Commission and its 
' 111 advance of or during the hear¬ 


ings. any person may submit written 
questions to be directed to a particular 
witness or group of witnesses, but the 
presiding hearing officer will determine 
in his sole discretion whether and to 
what extent to direct those questions 
to any witness. 

A list of witnesses, setting forth the 
time scheduled for their appearances, 
will be published In the SEC News Digest. 

This public fact-finding hearing has 
been ordered by the Commission pur¬ 
suant to section 22 of the Securities 
Exchange Act of 1934 and rule 6(c) of 
the Commission's Rules of Practice. 

The text of § 240.17d-2 adopted by the 
Commission in Securities Exchange Act 
Release No. 34-12935 (October 28, 1976) 
is printed under Title 17 in the Rules and 
Regulations section of this issue of the 
Federal Register. 

By the Commission. 

Dated: October 28,1976. 

George A. Fitzsimmons, 
Secretary. 

[70-52591 

MIDDLE SOUTH UTILITIES INC. ET AL. 

Third Post-Effective Amendment Regarding 

Line of Credit Between Bank and Non¬ 
utility Subsidiary Company To Finance 

Fuel Procurement for Owner Associate 

Utility Companies 

In the matter of Middle South Utili¬ 
ties. Inc., System Fuels. Inc.. 225 Bar- 
onne Street, New Orleans. Louisiana 
70112; Arkansas Power & Light Com¬ 
pany, First National Building, Little 
Rock, Arkansas 72203; Louisiana Power 
& Light Company, 142 Delaronde Street. 
New Orleans, Louisiana 70174; Missis¬ 
sippi Power & Light Company, Electric 
Building, Jackson. Mississippi 39205; New 
Orleans Public Service Inc., 317 Baronne 
Street. New Orleans, Louisiana 70112. 

Notice is hereby given that Middle 
South Utilities. Inc. (“Middle South"), 
a registered holding company,v its pub¬ 
lic-utility subsidiary companies, Arkan¬ 
sas Power & Light Company (“Arkan¬ 
sas") . Louisiana Power & Light Company 
(“Louisiana"). Mississippi Power & Light 
Company (“Mississippi"), and New Or¬ 
leans Public Service Inc. (“NOPSI") 
(collectively referred to as “Operating 
Companies"), and System Fuels, Inc. 
(“SFI"), a jointly-owned nonutility 
subsidiary company of Operating Com¬ 
panies, have filed with this Commission 
a third post-effective amendment to the 
declaration in this proceeding pursuant 
to sections 6(a), 7, and 12(b) of the Pub¬ 
lic Utility Holding Company Act of 1935 
(“Act") and Rule 45 promulgated there¬ 
under regarding the following proposed 
transactions. All interested persons are 
referred to the amended declaration, 
which is summarized below, for a com¬ 
plete statement of the proposed transac¬ 
tions. 

By orders in this proceeding dated De¬ 
cember 8, 1972, September 17. 1973, and 
November 25. 1974 (HCAR Nos. 17797. 


18097, and 18679). the Commission au¬ 
thorized SFI to issue and sell its unse¬ 
cured promissory notes, in an aggregate 
amount not exceeding $25,090,000 out¬ 
standing at any one time, to Hibernia 
National Bank in New Orleans (“Hiber¬ 
nia") from time to time for a period of 
four years from the date of a loan agree¬ 
ment (December 8. 1972) among Hi¬ 
bernia. SFI, Operating Companies, and 
Middle South. Under the loan agreement, 
nine other banks are participating to 
the extent of $21,590,000 or 86.1 percent 
of the borrowings. It is stated that as of 
October 1. 1976, SFI had issued notes 
under the line of credit in the aggregate 
principal amount of $25,090,000, the pro¬ 
ceeds of which were applied by SFI to¬ 
ward the purchase of oil for use as fuel 
by Arkansas. Louisiana, Mississippi, 
NOPSI, and Arkansas-Missouri Power 
Company. 

It is now proposed that the period of 
the borrowings be extended for two more 
years so that notes issued pursuant to the 
loan agreement will be payable on or be¬ 
fore December 8. 1978. Section 4 of the 
loan agreement will be amended to modi¬ 
fy the method for determining the rate 
of interest from one based on the aver¬ 
age rate plus three-fourths of one per¬ 
cent (% percent) charged on commercial 
loans of 90-day maturities by the three 
banks having the*largest participation 
in the loans to SFI to one based on the 
rate charged by Citibank, N.A., New 
York, New York, on commercial loans of 
90-day maturities plus three-fourths of 
one percent (% percent). Section 6(b) of 
the loan agreemnt will also be amended 
to provide for the maintenance of the 
present proportions of ownership of the 
common stock of SFI and to enable SFI 
to make repayments of any existing or 
future indebtedness of SFI to Arkansas. 
Louisiana, Mississippi, or NOPSI or all 
of them provided it is not in default 
under the loan agreement or under the 
terms of any other agreement for bor¬ 
rowed money: And provided further ; 
That such repayment cannot be made if 
after any repayment the total of SFI’s 
capital stock, surplus, and indebtedness 
to its parent companies would be less 
than 35 percent of SFI’s total capitaliza¬ 
tion including indebtedness due within 
one year. All the other terms and condi¬ 
tions related to the borrowings remain 
the same. 

No State commission and no Federal 
commission, other than this Commission, 
has jurisdiction over the proposed 
transactions. 

Notice is further given that any inter¬ 
ested person may, not later than Novem¬ 
ber 29, 1976, request in writing that a 
hearing be held on such matter, stating 
the nature of his interest, the reasons 
for such request, and the issues of fact 
or law raised by said post-effective 
amendment to the declaration which he 
desires to controvert; or he may request 
that he be notified if the Commission 
should order a hearing thereon. Any 
such request should be addressed: Sec¬ 
retary, Securities and Exchange Com¬ 
mission, Washington, D.C. 20549. A copy 
of such request should be served per- 
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sonally or by mail upon the declarants 
at the above-stated addresses, and proof 
of service (by affidavit or, in case of an 
attorney at law, by certificate) should 
be filed with the request. At any time af¬ 
ter said date, the declaration, as now 
amended or as it may be further 
amended, may be permitted to become 
effective as provided in Rule 23 of the 
general rules and regulations promul¬ 
gated under the Act, or the Commission 
may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem 
appropriate. Persons who request a hear¬ 
ing or advice as to whether a hearing is 
ordered will receive any notices and or¬ 
ders issued in this matter, including the 
date of the hearing (if ordered) and any 
postponements thereof. 

For the Commission, by the Division 
of Corporate Regulation, pursuant to del¬ 
egated authority. 

George A. Fitzsimmons, 

Secretary. 

JFR Doc.76-32720 Piled 11-5-76;8:46 am] 

DEPARTMENT OF STATE 

Agency for International Development 
RESEARCH ADVISORY COMMITTEE 
Renewal 

The RAC performs necessary and im¬ 
portant advisoi^ functions in connection 
with the formulation of A.I.D. research 
policy, the appraisal of central research 
projects and in evaluating and providing 
necessary advice concerning the progress 
and future potential of all centrally- 
funded research activities. There con¬ 
tinues to be a need for such advisory 
functions. 

Accordingly, I hereby determine, pur¬ 
suant to the provisions of Section 14(a) 
(1) (A) of the Federal Advisory Commit¬ 
tee Act (Pub. L. 92-463) and paragraph 
7 of OMB Circular A-63 (Revised) that 
renewal of the Research Advisory Com¬ 
mittee for a two year period beginning 
December 24, 1976, is in the public in¬ 
terest. 

Dated: August 27. 1976. 

Daniel Parker, 
Administrator . 

fPR Doc.76-32711 Piled 11-5-76:8:45 am] 


Agency for International Development 

BOARD FOR INTERNATIONAL FOOD AND 
AGRICULTURAL DEVELOPMENT 

Meeting 

Pursuant to Executive Order 11769 and 
the provisions of section 10(a), (2), Pub. 
L. 92-463, Federal Advisory Committee 
Act, notice is hereby given of the second 
meeting of the Board for International 
Food and Agricultural Development on 
November 22, 1976. The purpose of the 
meeting is to develop policies, priorities 
and procedures In dealing with the 
duties and responsibilities of sthe Board 
as set forth in Title XII of the “In¬ 


ternational Development and Food As¬ 
sistance Act of 1975’’ and to discuss sub¬ 
stantive approaches relative to that Ti¬ 
tle. The meeting will begin at 9:00 ajn. 
and adjourn at 5:30 p.m., and will meet 
in Room 5951, UJS. Department of State, 
21st and Virginia Avenue, N.W. The 
meeting Is open to the public. Dr. Er¬ 
ven J. Long, Associate Assistant Admin¬ 
istrator is designated as the Federal Offi¬ 
cer at the meeting. It is suggested that 
those desiring more specific information 
contact him at 21st and Virignia Ave¬ 
nue, N.W., Washington. D.C. 20523 or 
call area code 202-632-3800. 

Dated: October29,1976. 

Erven J. Long, 

Federal Officer , Board for In¬ 
ternational Food and Agricul¬ 
tural Development. 

(FR Doc.76-32750 Piled U-5-76;8:46 ami 


DEPARTMENT OF 
TRANSPORTATION 

Coast Guard 

ICGD76-009J 

COMMERCIAL DIVING STANDARDS 
Public Hearing 

Pursuant to the Memorandum of Un¬ 
derstanding between the Occupational 
Safety and Health Administration 
(OSHA) and the Coast Guard published 
in the Federal Register (41 FR 24292) 
on June 15, 1976, the Coast Guard in¬ 
tends to publish a notice of proposed 
rulemaking on commercial diving stand¬ 
ards that will be substantially similar to 
the proposed permanent standards for 
commercial diving operations published 
by OSHA in the November 5, 1976, issue 
of the Federal Register (Vol. 41, Part 
V). 

The Coast Guard and OSHA will hold 
a joint public hearing at 9:30 a.m. on 
December 16-17, 1976, at Terrace Suites 
3, 4, and 5, Braniff Place Hotel, 1500 
Canal Street, New Orleans. Louisiana, to 
receive public comments on the sub¬ 
stance of the proposed standards. 

Copies of the proposed OSHA stand¬ 
ard may be obtained from the Executive 
Secretary, Marine Safety Council (G- 
CMC/81), Room 8117, U.S. Coast Guard, 
Washington, D.C. 20590 (202-426-1477). 

The Coast Guard will give the public 
an opportunity to comment on its pro¬ 
posed regulations and will hold another 
public hearing if there is a substantive 
Issue raised in the request for a hearing 
that was not or could not have been 
raised during the joint Coast Guard- 
OSHA hearings. 

Dated: November 2, 1976. 

W. M. Benkert, 
Rear Admiral, U.S . Coast 
Guard, Chief, Office of Mer¬ 
chant Marine Safety . 

Noth. —This document Is being reprinted 
without change from the Issue of Friday, 
November 5, 1976. 

(PR Doc.76-32015 Filed ll-4-76;8:46 am] 


Federal Aviation Administration 

TECHNICAL ADVISORY COMMITTEE 
Meeting 

Pursuant to section 10(a) (2) of the 
Federal Advisory Committee Act (Pub. 
L. 92-463; 5 U.S.C. App. I) notice is here¬ 
by given of a meeting of the Federal Avi¬ 
ation Administration Technical Advisory 
Committee to be held Monday, Novem- * 
ber 29, 1976 (9:30 a.m. to 3:00 p.m.) at 
Lincoln Laboratory in Lexington, Massa¬ 
chusetts, and Tuesday, November 30,1976 
(8:30 a.m. to 2:30 p.m.) at the Trans¬ 
portation Systems Center (TSC) in Cam¬ 
bridge, Massachusetts. The agenda for 
this meeting is as follows: Review of 
Discrete Address Beacon System/Inter¬ 
mittent Positive Control (DABS/IPC) 
program and hardware; Lincoln Lab 
activities and capabilities; TSC support 
to FA A; Report and discussion of proj¬ 
ects by Technical Advisory Committee 
members. 

Attendance is open to the interested 
public but limited to the space available. 
With the approval of the Chairman, 
members of the public may present oral 
statements at the hearing. Persons wish¬ 
ing to attend and persons wishing to pre¬ 
sent oral statements should notify, not 
later than the day before the meeting, 
and information may be obtained from, 
Mr. Thomas M. Johnston (AEM-200), 
Executive Director, FAA Technical Ad¬ 
visory Committee. 800 Independence Av¬ 
enue, S.W., Washington, D.C. 20591 (tel: 
202-426-8796). Any member of the pub¬ 
lic may present a written statement to 
the Committee at any time. 

Issued in Washington, D.C., on Oc¬ 
tober 28.1976. 

Thomas M. Johnston, 
Executive Director, FAA 
Technical Advisory Committee. 

(FR Doc.76-32733 Filed 11-6-70:8:45 ami 


Federal Highway Administration 

INTERSTATE RESURFACING, RESTORA 
TION AND REHABILITATION STUDY 

Request fcr Comments 

Pursuant to section 150(b) of the Fed¬ 
eral-Aid Highway Act of 1976 (Pub. L 
94-280) the Federal Highway Adminis¬ 
tration, in conjunction with the Office of 
the Secretary of Transportation, Is pre¬ 
paring a study and recommendations to 
Congress on the need to provide Federal 
financial assistance for resurfacing, res¬ 
toration, and rehabilitation of routes on 
the Interstate Highway System. Section 
150(b) specifically requires that in arriv¬ 
ing at recommendations a full and com¬ 
plete study be conducted to determine 
alternative means of assuring that the 
high level of transportation service is 
maintained. The study shall include an 
estimate of the cost of implementing any 
recommended programs as well as an 
analysis of alternate methods of appoj*" 
tioning any Federal assistance. 
ommendations are to be submitted to 
Congress by May 5,1977. 
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To assure that all concerned parties 
have an opportunity to express their 
views, the Federal Highway Administra¬ 
tion is soliciting comments on the subject 
of this study. Although any area of the 
subject may be commented upon, the 
Federal Highway Administration would 
be most interested in views concerning 
the need for financial involvement in 
maintaining a high level of transporta¬ 
tion service on the Interstate System 
and. if needed, the degree and type of 
such financial involvement. 

Interested persons or organizations 
should submit their comments, in writ¬ 
ing, to the Federal Highway Administra¬ 
tion. Office of Engineering, HNC-13, 
Washington, D.C. 20590, no later than 
November 30,1976. 

Issued on: November 1,1976. 

J. R. Coupal, Jr., 
Deputy Administrator . 

[FR Doc.76-32712 Piled 11-5-70;8:45 am] 


Federal Railroad Administration 

MINORITY BUSINESS RESOURCE 
CENTER ADVISORY COMMITTEE 

Meeting; Correction 

In FR Doc. 76-32148 appearing on page 
48163 of Federal Register dated No¬ 
vember 2, 1976. the room number for 
the above-mentioned meeting will be 
changed from 2232 to room 5334. 

Kenneth E. Bolton, 
Executive Secretary . 

|FR Doc.76-32734 Filed 11-5-76;8:45 ara| 


National Highway Traffic Safety 
Administration 

NATIONAL MOTOR VEHICLE SAFETY 
ADVISORY COUNCIL 


Public Meeting 


Pursuant to section 10 <a)< 2 ) of the 
Federal Advisory Committee Act (Pub. L. 
92-463; 5 U.S.C. App. I). notice is hereby 
given of a meeting of the National Motor 
Vehicle Safety Advisory Council to be 
held on November 30. December 1 and 2 , 
1976 at the DOT Headquarters Building, 
400 Seventh Street,yS.W., Washington, 


On November 30 there will be a Join! 
meeting of the Accident Avoidance and 
Operating Systems and Crashworthiness 
Committees in room 2230 starting at S 
a.m. There will be reports on the safetj 
m recreational vehicles and on the Phase 
JT of the RSV contract. There will alsc 
u i & d * scuss * on of the barrier equivalent 
eiocity usage in restraint system per- 
iorinance assessment. 

Also on November 30 the Motorcycle 
e-ommittee will meet In room 2230 start- 
g at 2 pjn. There will be a review ol 
program for Head & Neck Injury 
^eminar, a status report on California 
emonstration project on motorcycle 
?^ver licensing, briefing on MVP ra- 
i or current motorcycle lighting 
d and todustry reaction to the 
* K^tandard on the proposed moped 


On December 1 the Awards Commit¬ 
tee will meet in room 6200 at 8:45 a.m. 
The meeting will consist of a report on 
the status of Awards Program and dis¬ 
cussion of update of EXCALIBUR and 
SPENO pamphlets. 

Also on December 1 the Fifth Inter¬ 
national Congress Committee will meet 
in room 6204 starting at 9:15 a.m., to 
discuss the status report on Congress 
plans and progress. 

The Consumer and Public Informa¬ 
tion Committee will meet on December 1 
in room 2230 starting at 10 a.m. There 
will be a briefing on NHTSA public infor¬ 
mation programs, a status report on 
“Hotline”, review of seat belt usage pro¬ 
motion and information publications, 
briefing on Title II—Cost Savings Act, 
discussion on clarifying consumer in¬ 
formation on passive restraint systems, 
and old/new business. 

On December 2 the full Council will 
meet in room 2230 starting at 8:45 ajn. 
There will be the swearing in of new 
members, approval of the September 
Council minutes, reports by the follow¬ 
ing committees: Joint Meeting of Acci¬ 
dent Avoidance and Crashworthiness, 
Motorcycle, Consumer and Public Infor¬ 
mation, Congress and Awards, and old/ 
new business. 

Starting at 12:10 p.m. on December 2 
the Executive Committee will meet in 
room 2230 to discuss future Council ac¬ 
tivities. 

The above meetings are subject to 
the approval of the National Highway 
Traffic Safety Administrator. 

With the approval of the Chairman, 
members of the public may present oral 
statements at the meeting. Any member 
of the public may present a written state¬ 
ment to the Council at any time. 

Additional information may be ob¬ 
tained from the NHTSA Executive Secre¬ 
tary. room 5215,400 Seventh Street, S.W., 
Washington. D.C. 20590, telephone 202- 
426-2872. 

Issued in Washington, D.C., on Novem¬ 
ber 4. 1976. 

Wm. H. Marsh, 
Executive Secretary. 

| FR Doc.76-32979 Filed 11-5-76; 10:10 am ] 


DEPARTMENT OF THE TREASURY 

Customs Service 

CHAINS AND PARTS THEREOF, OF CAST 

IRON, IRON OR STEEL, FROM ITALY 

Receipt of Countervailing Duty Petition and 
Initiation of Investigation 

A petition in satisfactory form was re¬ 
ceived on October 1, 1976, alleging that 
payments of bestowals, conferred by the 
Government of Italy upon the manu¬ 
facture, production or exportation of 
chains and parts thereof, of cast iron, 
iron or steel, including terminal and con¬ 
necting links, hooks, rollers, pivots and 
plates, constitute the payment of a 
bounty or grant within the meaning of 
section 303, Tariff Act of 1930. as 
amended (19 U.S.C. 1303). 

The chains and parts are provided for 
in the Tariff Schedules of the United 


States under item numbers 652.24, 652.27. 
652.30, 652.33 and 652.35. 

Pursuant to section 303(a)(4) of the 
Tariff Act of 1930. as amended (19 U.S.C. 
1303(a)(4)), the Department of the 
Treasury is required to issue a prelimi¬ 
nary determination as to whether or not 
any bounty or grant is being paid or be¬ 
stowed within the meaning of the 
Countervailing Duty Law within 6 
months of the receipt, in satisfactory 
form, of a petition alleging the payment 
or bestowal of a bounty or grant. A final 
decision must be issued within 12 months 
of the receipt of such petition. 

Therefore, a preliminary determina¬ 
tion on this petition will be made no 
later than April 1. 1977. as to whether 
the alleged payments or bestowals con¬ 
ferred by the Government of Italy upon 
the manufacture, production, or exporta¬ 
tion of the above described merchandise 
constitute the payment or bestowal of a 
bounty or grant within the meaning of 
section 303, Tariff Act of 1930, as 
amended. A final determination will be 
issued no later than October 1, 1977. 

This notice is published pursuant to 
section 303(a)(3) of the Tariff Act of 
1930, as amended (19 U.S.C. 1303(a) 
(3)), and § 159.47(c) of the Customs 
Regulations (19 CFR 159.47(c)). 

Leonard Lehman, 
Acting Commissioner of Customs. 

Jerry Thomas, 

Under Secretary of the Treasury . 

November 2, 1976. 

(FR Doc.76-32753 Filed 11-5-76:8:45 am| 


[Order No. 114 (Rev. 1) | 

Internal Revenue Service 
DELEGATION ORDER 

, Designation To Act as “Competent or 

Taxation Authority” Under Tax Treaties 

November 3.1976. 

1. Pursuant to the authority delegat¬ 
ed to me by the Treasury department 
Order No. 150-83, there is hereby dele¬ 
gated to the Assistant Commissioner 
(Compliance) the authority to act as 
“competent or taxation authority” un¬ 
der tax treaties of the United States. 
This authority includes the administra¬ 
tion of the operating provisions of tax 
treaties as well as the interpretation or 
application of such treaties. With respect 
to the interpretation or application of 
tax treaties, the Assistant Commission¬ 
er (Compliance) shall act in all such 
matters only after the concurrence of 
the Assistant Commissioner (Technical). 

2. The authority delegated herein may 
not be redelegated. 

3. Delegation Order No. 114, issued 
June 26,1970, is superseded. 

Effective date: November 3, 1976. 

Donald C. Alexander, 
Commissioner . 

I FR Doc.76-32789 Filed ll-6-76;8:45 am| 
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INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICAT’ON FOR 
RELIEF 

November 3, 1976. 

An application, as summarized below, 
has been filed requesting relief from the 
requirements of Section 4 of the Inter¬ 
state Commerce Act to permit common 
carriers named or described in the ap¬ 
plication to maintain higher rates and 
charges at intermediate points than those 
sought to be established at more distant 
points. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance with 
Rule 40 of the General Rules of Prac¬ 
tice <49 CFR 1100.40) and filed on or 
before November 23, 1976. 

PSA No. 43262— Grain and Grain 
Products from Points in Montana. Piled 
by North Pacific Coast Freight Bureau, 
Agent, (No. 76-2), for interested rail 
carriers. Rates on grain and grain prod¬ 
ucts, in carloads, as described in the ap¬ 
plication, from specified points in Mon¬ 
tana, to Spokane. Washington, and 
points taking some rates. 

Grounds for relief—Carrier competi¬ 
tion.— 

Tariff—Supplement 10 to North Pacific 
Coast Freight Bureau, Agent, tariff 13-1, 
I.C.C. No. 1302. Rates are published to 
become effective on December 4, 1976. 

By the Commission. 

Robert L. Oswald, 

- Secretary. 

|FR Doc.76-32786 Filed 11-5-76:8:45 am) 


(Notice No. 147) 

MOTOR CARRIER TEMPORARY 
AUTHORITY APPLICATIONS 

November 3, 1976. 

The following are notices of filing of 
applications for temporary authority 
under section 210a(a) of the Interstate 
Commerce Act prov ided for under the 
provisions of 49 CFR 1131.3. These rules 
provide that an original and six (6) 
copies of protests to an application may 
be filed with the field official named in 
the Federal Register publication no 
later than the 15th calendar day after 
the date the notice of the filing of the 
application is published in the Federal 
Register. One copy of the protest must 
be served on the applicant, or its au¬ 
thorized representative, if any, and the 
protestant must certify that such service 
has been made. The protest must identify 
the operating authority upon which it is 
predicated, specifying the “MC” docket 
and “Sub" number and quoting the par¬ 
ticular portion of authority upon which 
it relies. Also, the protestant shall specify 
the service it can and will provide and 
the amount and type of equipment it will 
make available for use in connection 
with the service contemplated by the 
TA application. The weight accorded a 
protest shall be governed by the com¬ 
pleteness and pertinence of the Pro¬ 
testant’s information. 


Except as otherwise specifically noted, 
each applicant states that there will be 
no significant effect on the quality of the 
human environment resulting from ap¬ 
proval of its application. 

A copy of the application Is on file, and 
can be examined at the Office of the 
Secretary, Interstate Commerce Com¬ 
mission, Washington, D.C., and also in 
the ICC Field Office to which protests are 
to be transmitted. 

Motor Carriers of Property 

No. MC 13900 (Sub-No. 28TA), (Cor¬ 
rection), filed October 8, 1976, published 
in the FR issue of October 26. 1976, and 
republished as corrected this issue. Ap¬ 
plicant: MIDWEST HAULERS, INC., 
228 Superior St., Toledo. Ohio 43604. Ap¬ 
plicant’s representative: Leslie A. Peters, 
4027 S. Wells St., Chicago, Ill. 60609. Au¬ 
thority sought to operate as a common 
carrier , by motor vehicle, over irregular 
routes, transporting: General com¬ 
modities which are at the time moving 
on bills of lading of freight forwarders, 
between Phoenix and Tucson, Ariz.; 
Reno and Las Vegas, Nev.; Salt Lake 
City, Utah; San Diego, Santa Fe Springs, 
Los Angeles, Fresno, San Jose, Oakland, 
San Francisco and Sacramento, Calif., 
and points within their respective com¬ 
mercial zones on the one hand, and, on 
the other, Chicago, HI.; Milwaukee, Wis.; 
St. Louis, Mo., and points within their 
respective commercial zones; with per¬ 
mission to tack the grant of authority 
herein to the carrier’s existing authority 
over Chicago, Ill., and St. Louis, Mo., for 
the purpose of providing through trans¬ 
portation service between the points in 
the west named above and the following 
points in the east; Baltimore, Md.; 
Boston, Mass.; Cincinnati, Ohio; Cleve¬ 
land, Ohio; Detroit, Mich.; Edison. N.J.; 
Harrisburg, Pa.; New York, N.Y.; 
Newark, N.J.; Philadelphia, Pa.; and 
Pittsburgh, Pa., and points within their 
respective commercial zones, for 180 
days. Applicant has also filed an under¬ 
lying ETA seeking up to 90 days of 
operating authority. Supporting 
shippers: There are approximately 6 
statements of support attached to the 
application, which may be examined at 
the Interstate Commerce Commission in 
Wasliington, D.C., or copies thereof 
which may be examined at the field office 
named below. Send protests to: Keith D. 
Warner. District Supervisor, Bureau of 
Operations, Interstate Commerce Com¬ 
mission, 313 Federal Office Bldg., 234 
Summit St., Toledo. Ohio 43604. The 
purpose of this republication Ls to correct 
the territorial description in this pro¬ 
ceeding. 

No. MC 14479 (Sub-No. 3TA), filed 
October 21, 1976. Applicant: DELIVERY 
SERVICE & TRANSFER CO. INC., 962 
S. 700 West. Salt Lake City. Utah 84104. 
Applicant’s representative: Keith E. Soh, 
Suite 81 Trolly Square. Salt Lake City, 
Utah 84102. Authority sought to operate 
as a contract carrier , by motor vehicle, 
over irregular routes, transporting: 
Household products for Jewel Com¬ 
panies, Inc., such as but not limited to 
dry packaged foods, cleaning aids, house¬ 


hold utensils and similar general m 
chandise, from Salt Lake City, Utah, on 
the one hand, to Ogden, on the other, 
going north including intermediate 
points along Interstate 15 and U.S. 
Highways 89 and 91 and off-route points 
within 10 miles thereof: and from Salt 
Lake City, Utah, on the one hand, to 
Provo, Utah, on the other, going south 
including intermediate points along In¬ 
terstate 15 and U.S. Highways 89 and 91 
and off-route points within 10 miles 
thereof, and return with rejected mer¬ 
chandise. under a continuing contract 
with Jewel Companies, Inc., and Park 
Corporation (Subsidiary), for 180 days. 
Applicant has also filed an underlying 
ETA seeking up to 90 days of operating 
authority. Supporting shippers: Jewel 
Companies, Inc., and Park Corporation 
(Subsidiary), 511 Lake Zurich Road, 
Barrington, HI. 60610. Send protests to: 
Lyle D. Heifer, District Supervisor, Inter¬ 
state Commerce Commission, Bureau of 
Operations, 5301 Federal Bldg., 125 
South 8tate St., Salt Lake City, Utah. 
84138. 

No. MC 107839 (Sub-No. 170TA), fled 
October 21, 1976. Applicant: DENVER- 
ALBUQUERQUE MOTOR TRANS¬ 
PORT, INC., 2121 E. 67th Ave., P.O. Box 
16106, Denver, Colo. 80216. Applicants 
representative: David E. Driggers, 1660 
Lincoln St., Suite 1600, Denver, Colo. 
80203. Authority sought to operate ns a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Bakery 
goods (except frozen), from the facilities 
of Keebler Company, at or near Atlanta 
and Macon, Ga., to Denver, Colo., for 180 
days. Supporting shipper: Keebler Com¬ 
pany, One Hollow-Tree Lane. Elmhurst, 
HI. 60126. Send protests to: Herbert C. 
Ruoff, District Supervisor, Interstate 
Commerce Commission, 721 19th St. 492 
U.S. Customs House, Denver, Colo. 80202. 

No. MC 113651 (Sub-No. 202TA). filed 
October 26, 1976. Applicant: INDIANA 
REFRIGERATOR LINES, INC., 2404 N. 
Broadway, Muncie, Ind. 47303. Appli¬ 
cant’s representative: Daniel D. Sullivan. 
327 S. LaSalle St., Chicago, HI. 60604 
Authority sought to operate as a com¬ 
mon carrier , by motor vehicle, over 
irregular routes, transporting: Meats, 
meat products, meat "by-products and 
articles distributed by meat packing¬ 
houses, as described in Sections A and C 
of the report in Descriptions in Motor 
Carrier Certificates, 61 M.C.C. 209 and 
766. from the plantsite and storage facil¬ 
ities of American Beef Packers, Inc . lo¬ 
cated at or near Omaha, Nebr., to points 
in Georgia and Florida, for 180 days. 
Applicant has also filed an underlying 
ETA seeking up to 90 days of operating 
authority. Supporting shipper: American 
Beef Packers, Inc., 7000 W. Center Road, 
Omaha. Nebr. 68106. Send protests to: 
J. H. Gray, District Supervisor, Inter¬ 
state Commerce Commission, Bureau ol 
Operations, 345 W. Wayne St., Room 204, 
Fort Wayne, Ind. 46802. 

No. MC 113843 (Sub-No. 235TA>, filed 
October 26. 1976. Applicant: REFRIG' 
ERATED FOOD EXPRESS. INC.. 
Summer St., Boston, Mass. 02210. Appn- 


FEDERAL REGISTER, VOL 41. NO. 216—MONDAY. NOVEMBER 8, 1976 






NOTICES 


19211 


cant’s representative: Lawrence T. Sheils 
(same address as applicant). Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Pickles, pickled tomatoes 
and sauerkraut, in vehicles equipped with 
mechanical refrigeration (except com¬ 
modities in bulk, in tank vehicles), from 
the plantsite of Claussen Pickle Co. (a 
wholly -owned subsidiary of Oscar Mayer 
& Co., Inc.), at or near Woodstock. HI., 
to points in Connecticut. Delaware, the 
District of Columbia, Maine. Maryland. 
Massachusetts, New Hampshire. New Jer¬ 
sey, New York, Pennsylvania, Rhode 
Island, Vermont, Virginia and West Vir¬ 
ginia, restricted to traffic originating at 
the above-named origin and destined to 
the above-named destinations, for 180 
days. Supporting shipper: Oscar Mayer 
& Co.. Inc., 910 Mayer Ave., Madison. 
Wis. 53704. Send protests to: Darrell W. 
Hammons, District Supervisor, Inter¬ 
state Commerce Commission, 150 Cause¬ 
way St., Room 501, Boston, Mass. 02114. 

No. MC 118846 (Sub-No. 16TA), filed 
October 18. 1976. Applicant: DALE JES¬ 
SUP. R.R. 1. Box 252, Camby, Ind. 46113. 
Applicant’s representative: Walter P. 
Jones. Jr., 601 Chamber of Commerce 
Bldg., Indianapolis, Ind. 46204. Author¬ 
ity sought to operate as a contract car¬ 
rier by motor vehicle, over irregular 
routes, transporting: Paper board, from 
Indianapolis, Ind., to points in Arizona. 
California, Colorado, Idaho. Montana. 
New Mexico. Nevada. Oregon. Utah. 
Washington and Wyoming, under a con¬ 
tinuing contract with The Beveridge Pa¬ 
per Company, for 180 days. Applicant 
has also filed an underlying ETA seek¬ 
ing up to 90 days of operating authority. 
Supporting shipper: The Beveridge Paper 
Company, 717 W. Washington St., In¬ 
dianapolis, Ind. Send protests to: Fran 
Sterling. Interstate Commerce Commis¬ 
sion. Federal Bldg., & U.S. Courthouse, 
46 E. Ohio St., Room 429, Indianapolis, 
Ind. 46204. 

No. MC-121775 (Sub-No. 3 TA>, filed 
October 8. 1976. Applicant: MILTON B. 
ANDERSON AND MELVIN K. ANDER¬ 
SON. doing business as. OVERLAND 
EXPRESS, 798 E. Glendale Road. 
Sparks. Nev. 89431. Applicant’s repre¬ 
sentative: Melvin K. Anderson (same 
address as applicant). Authority sought 
to operate as a common carrier . by mo¬ 
tor vehicle, over irregular routes, trans¬ 
porting; General commodities (except 
household goods as defined by the Com¬ 
mission; commodities in bulk, those re¬ 
quiring special equipment; Classes A and 
B explosives: and articles injurious to 
other lading), restricted against the 
^ ns P° r tation of shipments in excess of 
-00 pounds from any one shipper to any 
one consignee on any one day; and fur¬ 
ther restricted against the transporta¬ 
tion of any single package weighing in 
excess of 100 pounds, between points in 
J^sen, Sierra, Plumas, Nevada, El Do- 
j^uo, Mono, Inyo, Sacramento, Yolo, 

Jacer, Solano. Contra Coeta, Alameda, 
Santa Clara. San Mateo and San Fran- 
cisco Counties. Calif., on the one hand, 


and Reno and Sparks, Nev., on the other, 
for 180 days. Supporting shippers: There 
are approximately 46 statements of sup¬ 
port attached to the application, which 
may be examined at the Interstate Com¬ 
merce Commission in Washington, D.C., 
or copies thereof which may be examined 
at the field office named below. Send pro¬ 
tests to: Kenneth D. Lester, Transporta¬ 
tion Specialist. Interstate Commerce 
Commission, 203 Federal Bldg., 705 North 
Plaza St., Carson City. Nev. 89701. 

No. MC 126904 (Sub-No. 19TA), filed 
October 26. 1976. Applicant: H. C. PAR¬ 
RISH TRUCK SERVICE, INC., RFD #2. 
Bos 264, Freeburg, HI. 62243. Applicant’s 
representative: B. W. La Tourette, Jr., 
11S. Meramec, Suite 1400, Clayton, Mo. 
63105. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Concrete 
filter blocks, concrete lawn crypts , and 
mausoleum crypts, from St. Louis, Mo., 
to Houston, Tex., for 180 days. Applicant 
has also filed an underlying ETA seeking 
up to 90 days of operating authority. 
Supporting shipper: James E. Hereford, 
President, Hereford Concrete Products, 
Inc. 6655 Rockbrook. St. Louis. Mo. 63133. 
Send protests to: Harold C. Jolliff, Dis¬ 
trict Supervisor, Interstate Commerce 
Commission, P.O. Box 2418, Springfield, 
Ill. 62705. 

No. MC 128075 (Sub-No. 36TA). filed 
October 21.1976. Applicant: JOHNSRUD 
TRANSPORT. INC., Highway 9 West. 
Cresco, Iowa 52136. Applicant’s repre¬ 
sentative: James E. Ballenthin, 630 Os¬ 
born Bldg., St. Paul, Minn. 55102. Au¬ 
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Butter . from the 
plantsite of Associated Milk Producers, 
Inc., located at or near New Ulm, Minn., 
to points in Pennsylvania, New York, 
New Jersey. Connecticut, Rhode Island 
and Massachuetts, restricted to the 
transportation of traffic originating at 
the named origin and destined to the 
indicated destinations, for 180 days. Ap¬ 
plicant has also filed an underlying ETA 
seeking up to 90 days of operating au¬ 
thority. Supporting shipper: Associated 
Milk Producers, Inc., New' Ulm, Minn. 
56073. Send protests to: Herbert W. Al¬ 
len, District Supervisor, Bureau of Op¬ 
erations, Interstate Commerce Commis¬ 
sion, 518 Federal Bldg., Des Moines, Iowa 
50309. 

No. MC 133566 (Sub-No. 63TA), filed 
October 20.1976. Applicant: GANGLOFF 
& DOWNHAM TRUCKING CO., INC.. 
P.O. Box 479, Logansport. Ind. 46947. 
Applicant’s representative: Charles W. 
Beinhauer, 1224 Seventeenth St., N.W., 
Washington. D.C. 20036. Authority 
sought to operate as a common carrier, 
by motor vehicle,'over irregular routes, 
transporting: Shortening. lard, tallow, 
cooking oil and margarine (except in 
bulk), in vehicles equipped with mechan¬ 
ical refrigeration, from the plantsite and 
storage facilities of Swift Edible Oil Co., 
at or near Bradley, HI., to points in New 
Jersey, New York, Maryland. Pennsyl¬ 
vania. Massachusetts and the District of 


Columbia, and the specified points of 
Manassas, Williamsburg. Richmond and 
Newport News. Va.; Dover. Rehoboth 
Beach and Wilmington, Del.: Levitt City. 
New Haven, New London. Hartford, 
Meriden, Colchester and Stamford. 
Conn.: Burlington, Brattleboro, Rutland 
and White River Junction. Vt.; Dover 
Concord and Manchester. N.H.; Fairfield, 
Lewiston, Portland and Augusta, Maine: 
and Providence and Cranston. R.I., and 
the commercial zones of the respectively 
named cities, for 180 days. Supporting 
shipper: Swift Edible Oil Company, a 
Division of Swift & Co.. 115 W. Jackson 
Blvd., Chicago. Ill. 60604. Send protests 
to: J. H. Gray, District Supervisor, Inter¬ 
state Commerce Commission, 34 "» W. 
Wayne St., Room 204, Fort Wavne Ind. 
46802. 

No. MC 134387 (Sub-No. 38TA). filed 
October 22. 1976. Applicant: BLACK¬ 
BURN TRUCK LINES. INC.. 4998 Bra- 
yon Ave., South Gate, Calif. 90280. Appli¬ 
cant’s representative: Lucy Kennard 
Bell. 606 S. Olive St.. Suite 825, Los 
Angeles. Calif. 90014. Authority sought to 
operate as a common carrier . by motor 
vehicle, over irregular routes, transport¬ 
ing: Empty glass containers, from Los 
Angels County. Calif., to points in Co¬ 
conino County. Ariz., for 180 days. Appli¬ 
cant has also filed an underlying ETA 
seeking up to 90 days of operating au¬ 
thority. Supporting shipper: Nackard 
Pepsi Cola Bottling Co.. 4980 Railhead 
Ave., Flagstaff. Ariz. 86001. Send protests 
to: Mary A. Francy, Interstate Com¬ 
merce Commission. Bureau of Opera¬ 
tions. Room 1321 Federal Bldg.. 300 N. 
Los Angeles St., Los Angeles. Calif. 90012. 

No. MC 135326 (Sub-No. 6 TA). filed 
October 22. 1976. Applicant: BILLY R. 
ALMAND. doing business as ALMAND 
TRUCKING CO.. Rt. 2, Box 50. Keith- 
ville. La. 71047. Applicant’s representa¬ 
tive: Louis Tarlowski, 914 Pyrmid Life 
Bldg.. Little Rock. Ark. 72201. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Roofing and roofing 

materials, from Pulaski County. Ark., 
plantsite of Masonite Corporation, to 
points in Kansas, Louisiana. Oklahoma 
and Texas, for 180 days. Supporting 
shipper: Masonite Corporation. 2500 E. 
Roosevelt Road. Little Rock. Ark. 72203. 
Send protests to: Ray C. Armstrong. Jr.. 
District Supervisor, 701 Loyola Ave.. 9038 
Federal Bldg., New Orleans, La. 70113. 

No. MC 139269 (Sub-No. 9 TA), filed 
October 26, 1976. Applicant: C. P. 

CRASKA, INC., 10422 Cosby Manor 
Road, Utica, N.Y. 13501. Applicant’s 
representative: Murray J. S. Kirshtein, 
118 Bleecker St.. Utica. N.Y. 13501. Au¬ 
thority sought to operate as a common 
carrier, by motor vehicle, over irregular 
routes, transporting: Foodstuffs , in 
mechanically temperature controlled 
vehicles, from points in New Jersey to 
points in New York, for 180 days. Appli¬ 
cant has also filed an underlying ETA 
seeking up to 90 days of operating au¬ 
thority. Supporting shippers: There are 
approximately 9 statements of support 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8 1976 




49212 


NOTICES 


attached to the application, which may 
be examined at the Interstate Commerce 
Commission in Washington, D.C., or 
copies thereof which may be examined 
at the field office named below. Send 
protests to: Morris H. Gross, District 
Supervisor, Interstate Commerce Com¬ 
mission. U.S. Courthouse & Federal Bldg., 
100 S. Clinton St. f Room 831, Syracuse. 
N.Y. 13202. 

No. MC 139495 «Sub-No. 175 TA). filed 
October 26, 1976. Applicant: NATIONAL 
CARRIERS, INC., P.O. Box 1358, 1501 
E. 8th St.. Liberal, Kans. 67901. Ap¬ 
plicant’s representative: Herbert Alan 
Dubin, 1819 H St.. N.W., Suite 1030. 
Washington, D.C. 20006. Authority 
sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Frozen foods < fruits, 
vegetables, potato products, juice con¬ 
centrates, and bakery products), from 
the facilities of North Pacific Canners & 
Packers, Inc., located at or near Salem. 
Gresham. Dayton, Stayton and Brooks. 
Oreg., and Prosser, Kennewick, Burling¬ 
ton, Chehalis, Stanwood, Arlington and 
Ellensburg. Wash., to points in Texas. 
Oklahoma and Louisiana, for 180 days. 
Supporting shipper: North Pacific Can¬ 
ners & Packers, Inc.. (NORPAC), 5200 
S.E. McCloughlin Blvd., Portland. Oreg. 
97202. Send protests to: M. E. Taylor, 
Dist rict Supervisor, Interstate Commerce 
Commission, Suite 101 Litwin Bldg., 110 
N. Market, Wichita. Kans. 67202. 

No. MC 142500 'Sub-No. 1 TA). filed 
September 28, 1976. Applicant: HER¬ 
BERT ROARK, doing business as KID’S 
EXPRESS CO., 8081 Forest Road, Cin¬ 
cinnati, Ohio 45230. Applicant’s repre¬ 
sentative: Boyd B. Ferris, 50 W. Broad 
St., Columbus, Ohio 43215. Authority 
sought to operate as a contract carrier, 
by motor vehicle, over irregular routes, 
transporting: Iron and steel articles; (1) 
from the plantsite and warehouse facil¬ 
ities of E. K. Morris, in Cincinnati. Ohio, 
to Allen. Ashland, Corbin, Hazard. Lex¬ 
ington, Louisville, London. Martin, Mid- 
dlcsboro and Pikeville, Ky.; Abingdon. 
Christiansburg. Damascus, Glen Lyn, 
Marion, Pulaski, Richland. Roanoke. 
Saltville and Tembroke, Va.; Beckley. 
Bluefield, Charleston, Huntington, Lo¬ 
gan. Oakhill, Pineville and Princeton, 
W Va.: and (2> from Chicago. HI.; 
Bums Harbor. Ind.; Detroit, Mich.; 
Pittsburgh. Pa.: Jellico. Tenn.; and 
Roanoke, Va.; to the plantsite and ware¬ 
house facilities of E. K. Morris, in Cin¬ 
cinnati. Ohio, restricted to the trans¬ 
portation of shipments transported on 
shipper-owned trailers, for 180 days. Ap¬ 
plicant has also filed an underlying ETA 
seeking up to 90 days of operating au¬ 
thority. Supporting shipper: Richard C. 
Morris, Jr., President, E. K. Morris & 
Co., Inc.. 10270 Wayne Ave., Cincinnati. 
Ohio 45215. Send protests to: Paul J. 
Lowry, District Supervisor, Bureau of 
Operations, Interstate Commerce Com¬ 
mission, 5514-B Federal Bldg., 550 Main 
St., Cincinnati, Ohio 45202. 

No. MC 142548 <Sub-No. 1TA), filed 
October 26, 1976. Applicant: STALEY 


EXPRESS, INC., 2501 N. Brush College 
Road, Decatur, Ill. 62521. Applicant’s 
representative: Fritz R. Kahn, Suite 110, 
1660 L St. NW., Washington, D.C. 20036. 
Authority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
routes, transporting: Tires, tire parts, 
inner tubes, inner tube parts, and equip¬ 
ment, materials and supplies used and 
useful in the manufacture, distribution 
or repair thereof, between Decatur, Ill., 
on the one hand, and on the other, points 
in Illinois, Indiana, Kentucky and Mis¬ 
souri, restricted to the transportation of 
shipments originating at or destined to 
the plantsites or storage facilities of the 
Firestone Tire & Rubber Company, at 
Decatur, HI., under a continuing contract 
with The Firestone Tire & Rubber Com¬ 
pany, for 180 days. Applicant has also 
filed an underlying ETA seeking up to 
90 days of operating authority. Support¬ 
ing shipper: C. W. Baker, Jr.. Manager, 
Transportation Operations, The Fire¬ 
stone Tire & Rubber Company, 1200 Fire¬ 
stone Parkway, Akron, Ohio 44317. Send 
protests to: Harold C. Jolliff, District 
Supervisor. Interstate Commerce Com¬ 
mission, P.O. Box 2418, Springfield, Ill. 
62705. 


No. MC 142557 (Sub-No. 1TA), filed 
October 18, 1976. Applicant: TRI-VAL- 
LEY EXPRESS, INC., Bradley Star 
Route, Liberty, N.Y. 12754. Applicant’s 
representative: Bruce J. Robbins. 1 Le- 
frak City Plaza, Flushing. N.Y. 11368. Au¬ 
thority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
routes, transporting: (1) Juice 'except in 
bulk), in mechanically-refrigerated ve¬ 
hicles, from Tonawanda, N.Y., to points 
in New Jersey; points in Pennsylvania on 
and east of U.S. Highway 15. and points 
in Westchester, Nassau and Suffolk 
Counties, and New York, N.Y.: and (2) 
Materials, equipment and supplies used 
in the manufacture, packaging, sale and 
distributing of the commodities described 
in (1) above, including, but not limited 
to. juice concentrate, from Baltimore. 
Md.; points in Florida on and south of 
Interstate Highway 4, and points in the 
destination areas named in <1» above, 
to the point of origin named in < 1) above, 
under a continuing contract with Great 
Northern Juice, Inc., for 180 days. Sup¬ 
porting shippers: Great Northern Juice. 
Inc., 333 Delaware Ave., Tonawanda, 
N.Y. 14150. Send protests to: Robert A. 
Radler. District Supervisor. P.O. Box 
1167, Albany, N.Y. 12201. 

No. MC 142567TA, filed October 19, 
1976. Applicant: GREENVILLE TRAN¬ 
SIT. INC., Route 1, Box 452 Suffletown 
Road, Simpsonville, S.C. 29681. Appli¬ 
cant’s representative: Mitchell King, Jr., 
P.O. Box 1628, Greenville. S.C. 29602. Au¬ 
thority sought to operate as a contract 
carrier, by motor vehicle, over irregular 
routes, transporting: Iron and steel arti¬ 
cles, between the facilities of South Car¬ 
olina Steel Corporation, in Greenville 
County, S.C., on the one hand, and, on 
the other, points east of North Dakota, 
South Dakota, Nebraska, Kansas. Okla¬ 
homa and Texas, for 180 days. Applicant 


has also filed an underlying ETA seeking 
up to 90 days of operating authority. 
Supporting shipper: South Carolina Cor¬ 
poration, P.O. Box 71, Greenville, S.C. 
29602. Send protests to: E. E. Strotheid, 
District Supervisor, Interstate Commerce 
Commission. Room 302, 1400 Pickens St 
Columbia, S.C. 29201. 

No. MC 142570TA, filed October 18. 
1976. Applicant : ADVANCE MOVING & 
STORAGE CO., 120 East **D”, Alius. 
Okla. 73521. Applicant's representative: 
Weldon G. Wilson tsame address as ap¬ 
plicant) . Authority sought to operate as 
a contract carrier , by motor vehicle, over 
irregular routes, transporting: Pickup 
and deliveiy service, in connection with 
packing, crating and containerization or 
unpacking , uncrating and decontaineri¬ 
zation of household goods and military 
baggage, between Beckham, Greer. Har¬ 
mon, Jackson, Custer, Dewey, Ellis, Roger 
Mills. Washita and Beaver Counties. 
Okla.; Childress, Collingsworth, Donley. 
Hall. Gray, Wheeler, Roberts, Hemp¬ 
hill. Ochiltree and Lipscomb Counties. 
Tex., under a continuing contract with 
Chief, Contract Administration, for 180 
days. Supporting shipper: Chief. Con¬ 
tract Administration, 443 MAW. Altus 
AFB, 443 MAW/LGP. Altus AFB. Okla. 
73521. Send protests to: Haskell E. Bal¬ 
lard, District Supervisor, Interstate Com¬ 
merce Commission, Bureau of Opera¬ 
tions, Box H-4395 Herring Plaza, Ama¬ 
rillo. Tex. 79101. 

No. MC 142571TA, filed October 21, 
1976. Applicant: METROPOLITAN AR¬ 
MORED CAR, INC.. 1410 E. 17th Ave., 
Columbus, Ohio 43211. Applicant's rep* 
resentative: Edwin H. van Deusen. 220 
W. Bridge St.. Box 97, Dublin. Ohio 
43017. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Industrial 
abrasives, in armored car service, from 
the facilities of General Electric Com¬ 
pany, Special Materials Division, Worth¬ 
ington, Ohio, to Romulus, Mich., for 180 
days. Applicant hsa also filed an under¬ 
lying ETA seeking up to 90 days of oper¬ 
ating authority. Supporting shipper: 
General Electric Company. Specialty 
Materials Department, 6325 Huntley 
Road. Worthington, Ohio 43085. Send 
protests to: Frank L. Calvary, District 
Supervisor, Interstate Commerce Com¬ 
mission, 220 Federal Bldg., and U.S. 
Courthouse, 85 Marconi Blvd., Columbus. 
Ohio 43215. 

No. MC 142572TA, filed October 21. 
1976. Applicant: MARK RENNER 
TRANSPORTATION. 6639 Green Mt. 
Road., Woodland, Wash. 98674. Appli¬ 
cant’s representative: Russell M. Allen, 
1200 Jackson Tower, Portland, Oreg. 
97205. Authority sought to operate as a 
contract carrier, by motor vehicle, over 
irregular routes, transporting: Lumber, 
between the mills of R.S.G. Forest Prod¬ 
ucts and Gram Lumber Co., at or near 
Kalama Wash., on the one hand, and. on 
the other, points in Multnomah, Wash., 
and Clackamas Counties, Oreg.. under a 
continuing contract with R.S.G. Forest 
Products; and Gram Lumber Co., for 180 
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days. Supporting shipper: R.S.G. Forest 
Products, and Gram Lumber Co., Kala- 
ma, Wash. 98625. Send protests to: W. J. 
Huetig, District Supervisor, Bureau of 
Operations. Interstate Commerce Com¬ 
mission. 114 Pioneer Courthouse. Port¬ 
land. Oreg. 97204. 

No. MC 142573TA. filed October 19, 
1976. Applicant: GRAIG JONES, doing 
business as GILLETTE CREW TRANS¬ 
PORTERS, Garner Lake Route No. 94, 
Gillette, Wyo. 82716. Applicant’s repre¬ 
sentative: Graig Jones (same address as 
applicant). Authority sought to operate 
as a contract carrier, by motor vehicle, 
over irregular routes, transporting: Rail¬ 
road crews and their baggage, in same 
vehicle with passengers, between Gillette, 
Wyo., and points within 300 miles of 
Gillette, Wyo., and return to Gillette, 
Wyo. (Restricted to a transportation 
service to be performed under a continu¬ 
ing contract with Burlington Northern, 
Inc , for 180 days.) Applicant has also 
filed an underlying ETA seeking up to 90 
days of operating authority. Supporting 
shipper: Burlington Northern, Inc.. P.O. 
Box 597, Alliance. Nebr. 69301. Send pro¬ 
tests to: Paul A. Naughton. District Sup¬ 
ervisor, Interstate Commerce Commis¬ 
sion. Room 1006 Federal Bldg., and Post 
Office. 100 E. “B” St.. Casper, Wyo. 82601. 

No. MC 142574TA, filed October 18, 
1976. Applicant: CIRCLE C TRANS¬ 
PORTATION COMPANY. 5800 York St., 
Denver, Colo. 80217. Applicant’s repre¬ 
sentative: William J. Lippman, Suite 140 
Cherry Creek Center. 360 S. Monroe, 
Denver. Colo. 80209. Authority sought to 
operate as a contract carrier, by motor 
vehicle, over irregular routes, transport¬ 
ing: (1) Meats, meat pioducts, and meat 
by-products and articles distributed by 
meat packinghouses as described in Sec¬ 
tions A and C of Appendix I to the report 
in Descriptions in Motor Carrier Certi¬ 
ficates, 61 M.C.C. 209 and 766, from Den¬ 
ver, Colo., to points in the United States 
east of the Mississippi River; and (2) 
Materials, equipment and supplies, and 
such other commodities as are used, or 
dealt in by persons engaged in the pro¬ 
duction and distribution of the commod¬ 
ities named in (1) above, from points in 
the United States east of the Mississippi 
River, to Denver, Colo., restricted to the 
transportation of traffic destined to the 
facilities of Circle C Beef Company, of 
Denver. Colo., under a continuing con¬ 
tract with Circle C Beef Company, for 
180 days. Supporting shipper: Circle C 
Beef Company, 5800 York St.. Denver. 
Colo. 80217. Send protests to: Herbert C. 
Ruoff. District Supervisor. Interstate 
Commerce Commission, 721 19th St.. 492 
U.S. Customs House, Denver, Colo. 80202. 

No. MC 142575TA, filed October 21. 
1976. Applicant: UNDERWOOD TRUCK 
LINES. INC., 21 S. Depot St.. Brazil, Ind. 
47831. Applicant’s representative: Walter 
p Jones, Jr., 601 Chamber of Commerce 
Bldg., Indianapolis, Ind. 46204. Authority 


sought to operate as a common carrier, 
by motor vehicle, over irregular routes, 
transporting: Trailers , semi-trailers, 

trailer chassis (other than designed to be 
drawn by passenger automobiles), and 
parts and accessories therefor, in initial 
movements, from the plantsite and stor¬ 
age facilities of Great Dane Trailers, of 
Ind.. to points in Indiana. Kentucky. 
Illinois, Ohio, Michigan and Missouri, 
for 180 days. Applicant has also filed an 
underlying ETA seeking up to 90 days of 
operating authority. Supporting shipper: 
Great Dane Trailers Indiana. Inc., High¬ 
way 40 East, P.O. Box 350. Brazil, Ind. 
47834. Send protests to: Fran Sterling, 
Interstate Commerce Commission, Fed¬ 
eral Bldg., and U.S. Courthouse, 46 E. 
Ohio St., Room 429. Indianapolis. Ind. 
46204. 

No. MC 142580TA, filed October 22, 
1976. Applicant: DONALD P. BYERS, 
105 Wabash St., Carthage, Ill. 62321. Ap¬ 
plicant’s representative: Robert T. Law- 
ley. 300 Reiscli Bldg.. Springfield, Ill. 
62701. Authority sought to operate as a 
common carrier, by motor vehicle, over 
irregular routes, transporting: Agricul¬ 
tural limestone, in bulk, in dump vehi¬ 
cles, from points in Des Moines and Lee 
Counties, Iowa, to points in Adams, Han¬ 
cock, Henderson and McDonough Coun¬ 
ties. Ill., for 180 days. Applicant has also 
filed an underlying ETA seeking up to 90 
days of operating authority. Supporting 
shippers: William Gable, dba Gable 
Elevator, Box 6, Elvaston, Ill. 62334. 
Housewright Soil Service, Millard 
Housewright, Owner. Burnside. Ill. Chem 
Grow Fertilizer Company, Allan Berry. 
Mgr., Adrian. Ill. 62310. Send protests 
to: Patricia A. Roscoe, Transportation 
Assistant. Interstate Commerce Com¬ 
mission, Everett McKinley Dirksen Bldg- 
219 S. Dearborn St., Room 1386. Chicago. 
HI. 60604. 

No. MC 142581TA, filed October 26. 
1976. Applicant: LEO BRICKMAN, doing 
business as LEOS, 5502 47th Ave.. East. 
Tacoma. Wash. 98443. Applicant’s repre¬ 
sentative: Anniliese G. Brickman (same 
address as applicant). Authority sought 
to operate as a contract carrier, by motor 
vehicle, over irregular routes, transport¬ 
ing: Food products, processed, fresh and 
frozen, between King, Pierce, and Sno¬ 
homish Counties, and points in Oregon. 
California. Nevada and Idaho, under a 
continuing contract with Oberto Sausage 
Company. Inc.; and Donald E. Engle Dis¬ 
tributing Co. Inc., for 180 days. Support¬ 
ing shippers: Oberto Sausage Company 
Inc., 2005 Airport Way S., Seattle, Wash. 
98134. Donald E. Engle Distributing Co. 
Inc., 2601 East F. St.. Tacoma. Wash. 
98421. Send protests to: L. D. Boone. 
Transportation Specialist, Bureau of Op¬ 
erations. 858 Federal Bldg.. 915 Second 
Ave.. Seattle. Wash. 98174. 

Passenger Applications 

No. MC 45626 (Sub-No. 68TA> filed 
October 22. 1976. Applicant: VERMONT 


TRANSIT CO.. INC., 135 St. Paul St.. 
Burlington. Vt. 05401. Applicant’s repre¬ 
sentative: John J. Dwyer (same address 
as applicant). Authority sought to op¬ 
erate as a common carrier, by motor ve¬ 
hicle, over regular and irregular routes, 
transporting: Passengers and their bag¬ 
gage, and express and newspapers , in the 
same vehicle with passengers in regular 
route and round-trip special operations, 
(1) Regular Route: between junction of 
New Hampshire Highway 103 and New 
Hampshire Highway 114 east of Brad¬ 
ford, N.H.. over New Hampshire High¬ 
way 114 to its junction with U.S. High¬ 
way 202 at Henniker, N.H., thence over 
U.S. Highway 202 to its junction with 
New' Hampshire Highway 103 at Hopkin- 
ton, N.H.; (2) Irregular Routes: Passeri - 
gers and their baggage, in round-trip 
special operations, beginning and ending 
at points in Vermont, points in Cheshire 
and Sullivan Counties, N.H.. and points 
in that part of Grafton County, N.Y., 
west of U.S. Highway 3 and extending 
to Saratoga Race Track in Saratoga 
Springs, N.Y.. and the United States- 
Canada International Boundary (desti¬ 
nation Blue Bonnets Race Track, at 
Montreal, Quebec, Canada), and return. 
Applicant intends to tack its existing au¬ 
thority with MC 45626, for 180 days. Ao- 
plicant has also filed an underlying ETA 
seeking up to 90 days of operating au¬ 
thority. Supporting shippers: There are 
approximately 12 statements of support 
attached to the application, w r hich may 
be examined at the Interstate Commerce 
Commission in Washington. D.C., or cop¬ 
ies thereof which may be examined at 
the field office named below'. Send pro¬ 
tests to: David A. Demers, District Su¬ 
pervisor, Interstate Commerce Commis¬ 
sion. P.O. Box 548. Montpelier. Vt. 05602. 

No. MC 142582TA filed October 26. 
1976. Applicant: JAMES M. SMITH. 
INC.. 1227 Norris Lake Road, Lithonia. 
Ga. 30058. Applicant’s representative: 
Kem G. Meyer. 40 Marietta St., Atlanta, 
Ga. 30303. Authority sought to operate 
as a contract carrier, by motor vehicle, 
over irregular routes, transporting: Pas¬ 
sengers and oil samples . in containers, 
weighing less than 100 lbs., between 
Lambert International Airport, in St. 
Louis. Mo., and Scott Air Force Base. 
Ill., under a continuing contract with 
Scott Air Force Base, 375th Aeromedical 
Airlift Wing (MAC). Scott Air Force 
Base, Ill. 62225. Send protests to: Wil¬ 
liam L. Scroggs, District Supervisor, In¬ 
terstate Commerce Commission. 1252 W. 
Peachtree St., NW., Room 546, Atlanta. 
Ga. 30309. 

By the Commission. 

Robert L. Oswald, 

Secretary . 

[FR Doc.76-32787 Filed ll-5-76;8:45 am| 
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COMMISSION 

[Docket No. 20003; FCC 76-879) 

CUSTOMER INTERCONNECTION, JURIS¬ 
DICTIONAL SEPARATIONS AND RATE 
STRUCTURES 

Economic Implications and Interelation- 
ships Arising From Policies and Practices 

Adopted: September 23, 1976. 
Released: September 27, 1976. 

First report re Inquiry. In the matter 
of economic implications and interrela¬ 
tionships arising from policies and prac¬ 
tices relating to customer interconnec¬ 
tion, jurisdictional separations and rate 
structures. Docket No. 20003; 39 FR 
42025. 

Part A— Executive Summary 
Part B— First Report Text 

I, INTRODUCTION 

A. Nature and Scope of Inquiry 

B. Historical Background 

1. Pre-1970s competition. 

2. Competition by private microwave. 

3. Interconnection of customer equipment. 

4. Competition from other common carriers. 
6. Other cases pertaining to competition. 

6. AT&T’s responses to competition. 

C. The Record—Positions of the Parties 

D. Manner of Presentation of This Report 

II. STRUCTURE OF THE DOMESTIC TELECOM¬ 
MUNICATIONS INDUSTRY 

A. General 

B. Telephone Companies 

1. AT&T. 

2. The Independent telephone companies. 

3. Separations, division of revenues and set¬ 

tlements. 

C. The Interconnect Industry 

D. The Other Common Carriers 

1. Specialized Common Carriers (SCCs). 

2. Value added networks or carriers (VANs). 

3. Domestic satellite carriers <DSCs). 

E. Other Sectors of the Domestic Telecom - 
munications Industry 

F. Summary 

in. OVERALL ECONOMIC EFFECTS OF COMPETITION 

A. Historical Results 

B. AT&T's Contribution Concept 
C. US IT A Study 

IV. INTERCONNECT COMPETITION 

A. Introduction 

B. Contributions 

1 . Contribution Studies. 

a. AT&T. 

b. United States Independent Telephone 

Association (USITA). 

c. Continental Telephone Company 

(CTC). 

d. General Telephone and Electronics 

(GTE). 

e. United Telephone System (UTS). 

f. New York Public Service Commission 

(NYPSC). 

g. National Association of Regulatory Util¬ 

ity Commissioners (NARUO). 

h. Office of Telecommunications Policy 

(OTP). 


2. Contribution Studies —Summary of Find¬ 

ings. 

3. Separations and usage sensitive pricing. 

C. Market and Market Share Forecasts of 
Interconnect Competition 

D. Innovation and Interconnect Competition 

E. Telephone Company Pricing Responses 
to Interconnect Competition 

F. Srnall Independent Telephone Companies 

G. Summary 

V. TMPACT OF COMPETITION FROM OTHER 
COMMON CARRIERS 

A. Introduction 
B. Issues 

1. Direct losses of interstate private Une serv¬ 

ices to the OCCs. 

2. Decline in MTS and WATS volume and 

revenue; decrease in interstate revenue 
pool. 

3. Adjustments in MTS/WATS rates. 

4. Economies of scale. 

5. Innovation. 

6. Docket No. 18128 findings and conclusions. 

C. Summary 
Appendix A 

PARTIES 

Appendix B 

TAcE REPORT <THIS REPORT WILL BE MADE AVAIL¬ 
ABLE ON OR ABOUT NOVEMBER 5, 1976 IN FED¬ 
ERAL COMMUNICATIONS COMMISSION OFFICES) 

Appendix C 

MARKET AND MARKET SHARE FORECASTS OF 
INTERCONNECT COMPETITION 

Part A—Executive Summary 

1. The role of competition in the sup¬ 
ply of telecommunications services to the 
American public is a subject of current 
national debate. Competition has long 
existed in varying degrees and in various 
sections of the U.S. telecommunications 
industry. For example. Western Union 
and AT&T have long competed in sup¬ 
plying domestic private line services for 
government and industry; the interna¬ 
tional record carriers (RCA, WUI, ITT, 
TRT, and several smaller firms) com¬ 
pete in the provision of international 
record (Telegram and telex) and private 
line services; some 500 radio common 
carriers compete with the telephone in¬ 
dustry in providing mobile telephone and 
paging services; and many independent 
manufacturers compete in the supply of 
equipment to the telephone industry as 
well as to individual consumers. How¬ 
ever, the current controversy centers on 
recent actions by the FCC and courts 
which have expanded the opportunities 
for private line competition and for cus¬ 
tom er-ownership and use of terminal 
devices. 

2. In opposing these FCC and court ac¬ 
tions, the established telephone Industry 
argues that there are "economies of 
scale” and other factors in the supply 
of U.S. telecommunications services 
which cause this entire market sector 
to be a "natural monopoly”; that in this 
situation competition will only result in 
wasteful duplication of facilities, impair¬ 
ment of the technical and operational 
integrity of the domestic communica¬ 


tions network, and other inefficiencies. 
The telephone industry further contends 
that so-called "specialized” services such 
as private line service and terminal 
equipment leasing presently generate 
revenues substantially in excess of their 
direct costs, which help to defray over¬ 
all system costs and thus to maintain 
low rates for basic telephone services; 
and that any loss of this business to com¬ 
petitive suppliers will inevitably result in 
higher rates for basic telephone services. 

3. This proceeding, Docket 20003, was 
instituted as a broad fact-finding inves¬ 
tigation into the economic effects and 
interactions of several telecommunica¬ 
tions industry and regulatory policies 
and practices. In particular, we are ex¬ 
amining the economic effects of compe¬ 
tition in the private line and terminal 
equipment markets, of present pro¬ 
cedures for segmenting intrastate and 
interstate costs and revenues, and of 
present rate structures for local tele¬ 
phone services. In this, the initial phase 
of our investigation, two fundamental 
questions of immediate concern have 
been addressed: (1) Whether the exist¬ 
ence of competition in the market for 
private line services and terminal equip¬ 
ment either has caused or is likely to 
cause a significant loss of revenues by 
the telephone industry, or an increase in 
basic telephone rates; and (2) Whether 
the beneficial cross-subsidies claimed 
by the telephone industry do in fact 
exist, and if so whether they will be ad¬ 
versely affected by the presence of com¬ 
petition in the private line and terminal 
equipment markets. 

4. In this proceeding, interested par¬ 
ties have been afforded ample oppor¬ 
tunity to submit their views, comments, 
studies, or other information concerning 
these major issues as well as numerous 
subsidiary topics. The Commission s staff, 
aided by an independent economics con¬ 
sulting firm, has examined these filings 
in great detail, as well as other relevant 
data in the public record. The following 
observations represent a distillation of 
our findings. For a more comprehensive 
analysis of each item, reference is made 
to the main text and/or the report of 
the consulting firm. 

5. First, we are compelled to express 
our disappointment with the overall 
depth and quality of the comments and 
studies submitted. Considering the im¬ 
portance of these issues to the American 
public, the strong views expressed by 
some of the parties, and the length of 
time allowed for preparation, we ex¬ 
pected comprehensive economic analyses 
complete with substantial documenta¬ 
tion. Instead, as is elaborated more fully 
in the main text, we received primarily 
a reiteration of previous views together 
with various reports of fragmentary 
studies, and very little supporting docu¬ 
mentation. Accordingly, we find that 
these comments raise a far greater num¬ 
ber of questions than they resolve. Nev¬ 
ertheless, we believe that sufficient evi¬ 
dence exists to enable us to arrive at some 
initial conclusions which will be vana 
for the foreseeable future, while we an 
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others pursue these issues with greater 
rigor and more factual information. 

6. The first question we address is 
whether competition has had any adverse 
impact, to date, on telephone industry 
revenues or basic telephone rates. To an¬ 
swer this question, we have reviewed very 
carefully the revenue and earnings re¬ 
ports of the telephone industry and its 
competitors for the past several years— 
up to and including the most recent 
quarterly stockholders reports—as well 
as the supporting arguments presented 
in recent rate increases proposals for 
both intrastate and interstate services. 
We find that the telephone industry—in¬ 
cluding both Bell and the independent 
telephone companies—have been expe¬ 
riencing a period of record growth in 
revenues and earnings, even despite the 
recent inflationary and recessionary 
trends in the economy. During the sec¬ 
ond quarter of 1976. operating revenues 
for those companies representing more 
than 95 percent of the industry were up 
11-18 percent over the same quarter in 
1975—an amount typical of the past sev¬ 
eral years. For the same period, net in¬ 
come was up 12-22 percent over the cor¬ 
responding 1975 results while earnings 
per share were up 15-20 percent. Fur¬ 
thermore, the telephone companies domi¬ 
nate the industry by a wide margin—re¬ 
ceiving $35.1 billion, or about 97 percent 
of total industry revenues, in 1975. Even 
in the private line and terminal equip¬ 
ment markets—the only areas open to 
competition—the telephone industry re¬ 
ceived $4.1 billion, or 95.5 percent as 
compared with $194 million, or 4.5 per¬ 
cent for the competitive industry. Based 
on these absolute differences, as well as 
recent comparative growth trends, we 
are confident that the telephone indus¬ 
try will continue to dominate its com¬ 
petitors—even in the competitive mar¬ 
kets—by increasing margins. Further¬ 
more. there is general agreement among 
all the comments and studies we have 
received that competition has had little, 
if any, adverse impact on telephone in¬ 
dustry revenues or local telephone rates 
to date. Of some 14 intrastate and inter¬ 
state rate increase requests studied, 
either granted during 1975 or currently 
pending, not one cites the existence of 
competition as a significant factor. 

7. Despite the absence of evidence that 
competition has resulted in any adverse 
economic impact thus far, the telephone 
industry claims that there will be a sub¬ 
stantial impact in the future. This im¬ 
pact will occur, it is alleged, through a 
combination of two basic processes: con¬ 
tribution losses and jurisdictional sepa¬ 
rations effects. We address each of these 
Issues separately. 

CONTRIBUTION LOSS 

8 According to the “contribution loss” 
argument, certain telecommunications 
services have historically been priced so 
as to yield revenues which substantially 
exceed their costs, in order'that other 
services could be priced at levels lower 
man would otherwise be possible. It is 
argued that if the overpriced services are 
lost to competition, or even if their price 


is lowered in response to competition, the 
price for historically underpriced services 
will have to be raised. A somewhat differ¬ 
ent variation of this same argument is 
that all services must contribute a cer¬ 
tain amount of revenues in excess of their 
directly attributable costs, in order to 
cover unattributed joint common costs of 
operation; thus any reduction in reve¬ 
nues from one service (e.g. due to com¬ 
petitive losses or pricing responses to 
competition) must be made up through 
increased revenues (and thus rates) from 
other services. 

9. There is little doubt that certain 
services and/or customers of a large 
multi-service operation such as the tele¬ 
phone industry may contribute somewhat 
more than enough to pay for their serv¬ 
ice, while others may contribute some¬ 
what less. Such » result is perhaps in¬ 
evitable. The matter to be resolved in the 
present instance, however, is which serv¬ 
ices or customers are the beneficiaries of 
such pricing practices, and which are the 
“donors”?; and what specific effect could 
competition in the private line and ter¬ 
minal equipment markets have on these 
relationships? Specificallv, w r e should like 
to determine whether those particular 
services now subject to competition are 
currently providing any real contribu¬ 
tion—i.e. revenues in excess of the total 
cost of proriding such services—and 
v hether and to what extent that is likely 
to be affected in the future by the exist¬ 
ence of competition. 

10. In its Embedded Direct Cost (EDC) 
studies, AT&T attempts to demonstrate 
that local rates could be increased as 
much at 70% or more if the presence of 
competition w r ere to cause the elimina¬ 
tion of all revenue “contribution”* above 
directly assigned costs for its interstate 
and intrastate (other than basic ex¬ 
change > services. If there were even a 
remote possibility that presently au¬ 
thorized competition could have an im¬ 
pact of this magnitude, this would of 
course be a matter for serious concern. 
However, as we discuss fully in paras. 
126-138 of the main report. Bell's anal¬ 
ysis is so flawed as to its underlying as¬ 
sumptions, data, and computational 
methods that it is incapable of demon¬ 
strating that the revenues from com¬ 
petitive services even cover their costs— 
much less that they are making any real 
contribution toward covering the cost of 
basic telephone services, or that their 
loss to competitor's is either likely or that 
this would result in any increase in basic 
telephone rates if it occured. Indeed, an 
analysis of Bell’s data by T-f-E shows 
that basic telephone services are them¬ 
selves contributing more than their pro¬ 
portionate share of revenues toward 
covering joint and common costs of 
operation, and may thus be helping to 
support (i.e. subsidizing) competitive 
services—a conclusion not unlike study 
results before several State regulatory 
commissions (e.g. New York. Massachu¬ 
setts, and Vermont) in recent rate pro¬ 
ceedings. If this were indeed to prove 
true, the rates for basic telephone service 
could be lowered if the telephone in¬ 
dustry were to lose business in the com¬ 
petitive markets. 


11. In its EDC analysis. Bell simply 
attempts to show the amount by which 
the revenues for each of three broad cat¬ 
egories of service—Local Telephone, In¬ 
trastate. and Interstate—exceed what 
Bell terms their embedded direct costs. 
These costs are the historical expenses 
wdiich Bell considers to be readily as¬ 
signable to these service categories—and 
represent some 57 percent of Bell’s total 
costs of operation. The remaining 43 
percent of total costs are considered by 
Bell to be joint and common costs, not 
allocable to particular service categories. 
Each service is considered to make a con¬ 
tribution toward covering these joint and 
common costs which is equal to the ex¬ 
cess of revenues over embedded direct 
costs; and any reduction in revenues for 
a particular service category is said to 
represent a loss in contribution. We note, 
however, that this concept of “contribu¬ 
tion” is quite different from the normal 
interpretation of that term. Bell’s contri¬ 
bution does not signifv an excess of reve¬ 
nues over total costs (e.g. profit), but 
merely an excess of total revenues over 
some costs, i.e. those which Bell con¬ 
siders readily assignable to specific serv¬ 
ice categories. Since this includes only 
57 percent of total costs, each service 
category is bound to make a “contribu¬ 
tion”, irrespective of whether its total 
revenues exceed its total costs (includ¬ 
ing that portion of the 43 percent in joint 
and common costs which may be pron- 
erly allowable to the service category in 
ouestion). Indeed, each service category 
defined by Bell does make a substantial 
“contribution” in this sense, writh local 
telephone service incidentally making 
the largest proportionate “contribution.” 
But whether one or another of these 
categories makes a real contribution— 
i.e., an excess of its total revenues over 
its total costs—and thus helps subsidize 
other services is indeterminant from this 
analysis 

12. In addition to this basic deficiency, 
w'e note also that Bell has not separated 
monopoly from competitive services in 
structuring its service categories—al¬ 
though this is clearly required if one 
wishes to develop any analysis concern¬ 
ing the effects of competition. For exam¬ 
ple, the “interstate” category includes 
the tw f o long distance monopoly services 
(MTS and WATS) w'hich together pro¬ 
vided some $9.2 billion in annual reve¬ 
nues in 1975. plus the competitive inter¬ 
state private line service which account¬ 
ed for only $1.0 billion in revenue. Simi¬ 
larly, the “intrastate” category includes 
statewide long distance monopoly tele¬ 
phone services (MTS and WATS>, intra¬ 
state private line services (also a monop¬ 
oly In mast states>, Yellow’ Pages, and a 
variety of miscellaneous monopoly serv¬ 
ices in addition to the competitive termi¬ 
nal equipment market. In 1975, the in¬ 
trastate monopoly services provided $6.9 
billion in revenues while the competitive 
terminal equipment market produced 
$3.1 billion. Thus the effect of competi¬ 
tion on “contributions”, even as defined 
by Bell, simply could not be ascertained 
using Bell’s aggregated cost and revenue 
data. For a more complete review and 
analysis of the many flaws in Bell’s EDC 
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Study, see paras. 126-138 of the main re¬ 
port and pp. 3-44 of Deliverable G of the 
T&E report. 

13. The United States Independent 
Telephone Association (USITA) has sub¬ 
mitted the results of a study prepared for 
it by Systems Applications, Inc. (SAI>, a 
consulting firm. This study concludes 
that terminal equipment competition has 
had no significant effect on telephone in¬ 
dustry revenues or basic telephone rates 
to date, but that terminal equipment 
provides a significant “contribution" 
within the independent telephone indus¬ 
try, much of which will be lost by 1985 
due to competition. Specifically, SAI 
forecasts that this annual “contribution 
loss" will increase from $7.7 million in 
1975 to $295.6 million in 1985 for the in¬ 
dependent telephone industry. 

14. Botli we and our contractors have 
discovered major flaws in the SAI study 
which invalidate its conclusions. First, we 
note that in calculating “contribution", 
SAI has throughout included amounts 
received through the toll settlement 
process as well as direct lease revenues. 
As the New York PSC has correctly ob¬ 
served in conducting its analysis of con¬ 
tribution, the existence and amount of 
such toll settlements are a function of 
the regulatory policy to subsidize basic 
and intrastate services and do not derive 
from the alleged pricing of terminal 
equipment in excess of terminal equip¬ 
ment costs (direct contribution). Since 
SAI has not disaggregated its “contribu¬ 
tion" results into direct and indirect (i.e., 
toll separations) contributions we have 
no means for determining how large an 
effect this correction would have. 

15. Other major deficiencies in the SAI 
study are the failure either to identify 
or justify the cost allocation method 
used; use of questionable and unneces¬ 
sary present value and annuity compu¬ 
tational methods; and the use of 
informal survey techniques, whose re¬ 
liability was not determined, in estab¬ 
lishing very high growth rates for inter¬ 
connect market penetration. Because of 
these deficiencies, we conclude that SAI’s 
final results are invalid both as to the 
existence and level of present contribu¬ 
tions and the potential for future con¬ 
tribution losses. Moreover, our own 
analysis of SATs historical data—though 
necessarily limited due to deficiencies in 
the data base—indicates that direct 
revenues for terminal equipment may 
not be covering the full cost thereof, and 
that any finding of contribution may re¬ 
sult solely from the improper attribution 
of toll settlement revenues to terminal 
equipment previously referred to. 

16. Other studies purporting to demon¬ 
strate that terminal equipment now 
provides a significant contribution and 
that significant contribution losses will 
result from competition have been filed 
by the Continental Telephone Company 
(CTC), General Telephone and Elec¬ 
tronics (GTE), United Telephone Sys¬ 
tems (UTS), the National Association of 
Regulatory Utility Commissioners 
(NARUC), and others. These filings, 
which are analyzed in detail in the main 
report, were found to contain the same or 


similar flaws in data, assumptions, and 
methodology as noted with respect to the 
AT&T and USITA studies. 

17. The New York Public Service Com¬ 
mission, in connection with a recent rate 
proceeding in that state, has conducted 
a study explicitly designed to determine 
whether the revenues received by the 
New York Telephone Company for termi¬ 
nal equipment leasing exceed the costs 
incurred for this service, i.e. whether this 
service provides a real “contribution" 
toward the support of other services such 
as basic telephone service. Based on an 
exhaustive and detailed analysis of 
actual operating cost and revenue data 
for NYTelco. the NYPSC concluded “— 
even on a 1975 embedded cost basis, the 
revenues from terminal equipment offer¬ 
ings are deficient by more than $225 mil¬ 
lion." Thus, the NYPSC ordered NYTelco 
to increase its rates for terminal equip¬ 
ment leasing, across the board, by 25 
percent in order to remove the burden 
which the present earnings deficiencies 
for terminal equipment was imposing on 
basic telephone service rates. The NYPSC 
further noted that under the present 
situation, the general rate-payer actually 
benefits when the telephone company 
loses terminal equipment business to its 
competitors. Similar findings to those of 
New York—i.e., that terminal equipment 
revenues in general are not covering the 
full costs of providing this service, are 
found in studies before state regulatory 
agencies in Massachusetts and Vermont. 

18. The NYPSC decisions also dealt 
with intrastate private line services, find¬ 
ing that rates for this category of services 
should be increased by some 35 percent in 
order that revenues would cover costs 
and thus eliminate the burden these serv¬ 
ices were imposing on basic telephone 
services. These results of course, are not 
directly applicable to interstate private 
line service. However, in its decision in 
Docket 18128 just released, the FCC lias 
found that interstate private line services 
have historically been priced at levels 
which do not cover their full costs—and 
thus do not make any real contribution 
to support other services. 

19. Based on the extensive evaluation 
by our contractor of the comments and 
studies filed in this proceeding, plus our 
ow r n staff analysis, we find no convincing 
evidence that telephone industry reve¬ 
nues from terminal equipment and pri¬ 
vate line services are presently covering 
their full costs, much less that they are 
making a “contribution" tow’ard covering 
the cost of basic telephone services. To 
the contrary, we find much merit in the 
decisions of the New York Public Service 
Commission, and tentative results in 
Massachusetts and Vermont proceedings, 
that the rates for such services should be 
increased substantially in order to cover 
their full costs and thus remove the bur¬ 
den they now f place on basic telephone 
service. 

SEPARATIONS EFFECTS 

20. Since the telephone network is used 
jointly and in common for both inter¬ 
state and intrastate services, which fall 
under different operating organizations 


and regulatory jurisdictions, some means 
of allocating costs and revenues between 
these services is required. These processes 
are termed “jurisdictional separations” 
and “settlements" procedures. Under 
these procedures, a portion of the cost of 
all intrastate operations (including the 
leasing of terminals, furnishing of sub¬ 
scriber loops, switching equipment, etcj 
is assigned to interstate cost allocations. 
These costs are subsequently reimbursed 
to the local company from the Interstate 
revenue pool, i.e., the totality of revenues 
collected for interstate toll services. 

21. Under present separations and 
settlement procedures, a major portion 
(e.g., up to 60 percent) of the revenues 
received by local telephone companies 
come from the toll revenue poll. Thus any 
reductions in the level of this pool, or 
changes in the formulas under which it is 
divided, could have a significant effect on 
local company revenues. This is of par¬ 
ticular Importance to the independent 
telephone companies, who do not them¬ 
selves generally provide to all services or 
collect toll revenues, since what might be 
simply a transfer from one account to 
another for the Bell System could be an 
absolute increase or reduction in revenues 
for the independent company. 


22. Two of the principal claims regard¬ 
ing potential adverse impacts of competi¬ 
tion is that it w T ill either reduce the level 
of the interstate revenue pool or shift the 
burden of certain costs to basic telephone 
services through either the present 
operation or modification of the alloca¬ 
tion process. Since neither terminal 
equipment revenues nor interstate pri¬ 
vate line revenues are significant parts 
of the interstate revenue pool for divi¬ 
sions of tolls and settlements purposes 
under separations formulas—the former 
being held primarily by the local tele¬ 
phone company while the latter are for 
the most part excluded from the jurisdic¬ 
tional separations procedures under the 
formula—the principal mechanisms 
through which competition could affect 
the intei*state revenue pool would be 
through diversion of message toll (i.e., 
basic long distance telephone and 
WATS) traffic to private line services, or 
a downward repricing of MTS, WATS 
or private line services offered by the 
telephone industry. 

23. Seveval parties have submitted 
comments or studies which predict that 
one or another or both of these results 
will occur. AT&T asserts that revenue 
shortfalls resulting from private line 
competition will necessitate increases in 
MTS and WATS rates, while USITA 
takes the opposite position that AT&T 
will be forced to reduce MTS and WATS 
rates in order to prevent diversion of 
MTS and WATS traffic to private line 
services. We and our contractor have 
examined each of these contentions, ana 
the various studies relied upon as their 
support, and conclude that under present- 
regulatory policies governing the SC °P^ 
private line competition and anticipated 
competitive responses by the telephone 
industry to private line competition, 
there will be little, if any. diversion " 
repricing of future MTS and WATS due 
to this competition, and certainly no *** 
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reduction in interstate revenues from 
these very large and growing services. 

24 Our reasoning behind this con¬ 
clusion may best be illustrated by re¬ 
viewing our evaluation of the SAI study 
results on this subject, filed by USITA. 
SAI forecasts, in Its so-called “base 
case” scenario, that the specialized 
common carriers will capture 10 per¬ 
cent of the total long distance market 
(including MTS and WATS traffic) by 
1985. The sole basis for this prediction 
is SAI’s “expert opinion'*, according to 
the report. However, it is clear from SAI’s 
discussion that a major underlying as¬ 
sumption is that the sepcialized carriers 
will be authorized by this Commission to 
offer services which are essentially dupli¬ 
cative of MTS and WATS. Yet ns early 
as July. 1975 and as recently as July 
1976. this Commission has emphatically 
reaffirmed, in rejecting proposed SCC 
tariffs, its decision in 1971 authorizing 
the establishment of specialized carriers 
that such carriers will not be authorized 
to provide services which are essentially 
duplicative of MTS or WATS. Thus SAI’s 
basic premise Is unfounded, and its fore¬ 
casts are accordingly invalid. 

25. Beyond this fundamental flaw, 
however, there are additional factors 
which mitigate against any substantial 
oenetration of the overall long distance 
market by specialized carriers. The fi¬ 
nancial resources required to serve any 
significant portion of this market—now 
served by telephone company facilities 
whose value is in excess of $25 billion— 
is well beyond the collective financial 
capabilities or borrowing potential of the 
specialized carrier industry: which has 
yet to turn the corner toward basic prof¬ 
itability. Furthermore, any diversion of 
MTS and WAT8 traffic is equally likely 
under monopolistic and competitive en¬ 
vironments, so long as the telephone 
industry itself offers private line services. 
This point Is particularly relevant when 
it is noted that the private line service of¬ 
ferings of the telephone industry have 
historically been priced below cost, mak¬ 
ing them particularly attractive to MTS 
and WATS users desiring to shift. A final 
flaw in SATs analysis is in its failure to 
consider the market stimulation created 
by the presence of competition and the 
development of new services "meeting 
otherwise unmet needs. 

26. For the reasons cited here, and oth¬ 
ers more fully documented in our report, 
we have concluded that private line com¬ 
petition is not likely to have any signif¬ 
icant effect on the overall level of the 
interstate revenue pool available for sep¬ 
arations and settlements. There remains, 
then, the question of potential impact on 
basic telephone rates through either the 
Present operation or possible modifica¬ 
tion of the Jurisdictional separations 
Process. 

^ ‘ Under current procedures, all the 
revenues for terminal equipment leasing 
are generally retained by the local tele¬ 
phone operating company, while some 20 
percent of the costs of such equipment 
are a located to interstate services. Addi- 
snh revenu es to cover these costs are 
sequently aUocated to the local com¬ 


pany from the Interstate revenue pool. 
Thus in theory, the local company re¬ 
ceives total revenues from terminal 
equipment leasing which amount to 120 
percent of its costs (100 percent in di¬ 
rect revenues, 20 percent in separations 
revenues). In practice, as the New York 
PSC has correctly pointed out. this pro¬ 
vides an opportunity for the local com¬ 
pany simply to set its lease charges at 
80 percent of costs, and make up the re¬ 
maining costs from the interstate reve¬ 
nue pool via the separations /settlement 
process. The latter course of action, if 
true, would seem to constitute predatory 
pricing and an improper use of the sepa¬ 
rations/settlement process—which is in¬ 
tended to help support basic telephone 
service, not subsidize terminal equipment 
including PBX, KTS, business extensions 
and other business services. Nevertheless, 
it is correct to conclude that under pres¬ 
ent separations/settlement procedures, 
any loss of terminal equipment business 
results in a reduction of local company 
costs which can be allocated to interstate 
service, and a corresponding reduction in 
revenues received from interstate toll to 
cover these costs. Since there is also a di¬ 
rect revenue loss at least theoretically 
equal to the total cost of the terminal 
equipment, a net reduction in local op¬ 
erating company revenues can occur. The 
potential magnitude of tills net reduc¬ 
tion, however, Is very unclear inasmuch 
as the local company receives from the 
interstate pool, in addition to those reve¬ 
nues needed to cover costs, a share of any 
remaining revenues after all costs are 
covered, which should increase as a re¬ 
sult of any lost terminal equipment 
business. 

28. SAI and others have attempted to 
determine the net effect of these several 
interrelated factors, in conjunction with 
their forecasts of future market penetra¬ 
tion and overall impact. While we and 
our contractor have found numerous 
flaws in the data, assumptions, and 
methodology employed in each of these 
studies, such that none of the specific im¬ 
pact forecasts due to this particular fac¬ 
tor can be accepted as valid, wc do accept 
the basic conclusion that some such im¬ 
pact could occur, and the further conclu¬ 
sion that this would probably be felt 
most severely by small independent tele¬ 
phone companies. We note, however, 
that this does not appear to represent a 
net loss to the telephone industry, but 
rather a reallocation of revenues within 
the industry as compared with present 
procedures. Thus it appears that the 
first step to be taken to avoid such con¬ 
sequences. and one clearly within the 
prerogative and capability of the reg¬ 
ulatory community, would be to modify 
the separations/settlement procedures. 
While any final conclusion in this regard 
should probably await the results of a 
definitive analysis of the causes, effects, 
and magnitude of this factor as related 
to various types of telephone companies, 
as well as an evaluation of alternative 
remedial procedures, one possible cor¬ 
rection might be to remove terminal 
equipment from the separations/settle¬ 
ment procedures entirely, as suggested 
by AT&T, and allow It to stand on its 


own as to cost and price. This might also 
be accompanied, as suggested by AT&T, 
by modification of certain factors in the 
separations formula which would return 
a comparable amount of revenues from 
the interstate pool to the local com¬ 
panies, without the inclusion of terminal 
equipment costs. With either or both 
these approaches, it might also be appro¬ 
priate to unbundle local service rates 
and provide for a “network access 
charge” for all subscribers, irrespective 
of terminal equipment ownership, again 
as recently adopted by the New York 
PSC. In any event, it seems clear that 
this is primarily a problem of allocation 
rather than net loss in revenues, that no 
identifiable impact has occurred to date 
from tills situation, and that corrective 
action both can and should be taken by 
the regulatory community. One modifi¬ 
cation in separations procedures which 
the regulatory community should not, 
and in our view probably cannot, take is 
that assumed by SAI in its analysis, i.e.. 
a return to “board-to-board” separa¬ 
tions in which all subscriber plant is 
simply ignored. We believe the courts 
have decreed, and that it is sound public 
policy, that interstate revenues should 
cover a portion of all telephone company 
costs incurred in the rendering of inter¬ 
state services including appropriate local 
exchange costs. 

Conclusions and Recommendations 

29. For all the reasons cited above and 
developed more fully in the attached re¬ 
port. we find that there is no apparent 
basis for the telephone Industry's claims 
that private line and terminal equip¬ 
ment competition either have had or are 
soon likely to have any significant ad¬ 
verse impact on telephone company reve¬ 
nues or on the rates for basic telephone 
services. Specifically, we find no evidence 
to support the industry's claims that 
these services currently provide any con¬ 
tribution or excess of revenues over costs, 
which helps maintain low rates for basic 
telephone service. Indeed, we find much 
merit in the study findings before the 
New York, Massachusetts, and Vermont 
public service commissions that precisely 
the opposite may be true, i.e.. that termi¬ 
nal equipment and private line services 
may be earning less than their full costs, 
and thereby imposing a burden on basic 
telephone rates. 

30. The telephone industry Is currently 
experiencing very high growth in both 
revenues and earnings. We find nothing 
in the current financial state of Its com¬ 
petitors nor in the various studies sub¬ 
mitted herein which would lead us to 
expect a significant change in this 
grow r th or a significant penetration of 
the private line and terminal equipment 
markets—much less the total telephone' 
Indus try markets—by these competitors. 

31. Accordingly, we do not believe 
there is any economic need or justifica¬ 
tion for any reexamination or revision of 
our existing policies allowing competi¬ 
tion in these two market sectors. We do. 
however, recognize that present rate¬ 
making practice and separations proce¬ 
dures might possibly lead to some unde¬ 
sirable shifts in revenue requirements 
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from interstate to Intrastate services, 
with the further possibility that small 
independent telephone companies might 
be most seriously affected by any such 
shifts. Accordingly, we propose to review 
with state regulatory agencies the vari¬ 
ous possible cause/effect relationships 
which could lead to such results and al¬ 
ternative rate-making and separations 
procedures through which appropriate 
corrections can be made. We note, in 
fact, that some of these measures ap¬ 
pear worthy of serious consideration ir¬ 
respective of any issues concerning com¬ 
petition, as is clearly demonstrated by 
the recent study findings before the New 
York. Massachusetts, and Vermont com¬ 
missions. Specificallv, we propose that 
immediate consideration be given to the 
possibility and probable effects of (a) Re¬ 
moving terminal equipment from the 
separations process, (b> Establishing a 
“network access charge” for all sub¬ 
scribers irrespective of terminal equip¬ 
ment ownership, and (c) Conducting an 
engineering cost analysis of local ex¬ 
change operations to determine what, if 
any, changes in the separations proce¬ 
dures should be made to better reflect 
initial causational effects of any special 
requirements imposed on the local ex¬ 
change plant by interstate service re¬ 
quirements. and (d) Substantial revision 
to the Uniform System of Accounts, in 
order that cost and revenue data can be 
readily segregated by service category. 

Part B—First Report Text 
i. introduction 

A. Nature arid scope of inquiry. —32. 
By Notice of Inquiry issued on April 10, 
1974 (46 FCC 2d 214 > and supplemented 
on December 17, 1974 (50 FCC 2d 574), 
we began a broad fact-finding Inquiry 
into the economic implications and in¬ 
terrelationships which arise from regu¬ 
latory policies and current pricing prac¬ 
tices for telecommunications services 
and facilities, particularly these subject 
to competition. We specified as key issues 
the economic effect on telephone costs 
and charges of: (a) The interconnection 
of customer-provided terminals and 
other facilities to the switched telephone 
network, (b) the competitive supply of 
^ private line common carrier services, (c) 
the use of flat-rate and other cost-in- 
sensitive pricing practices for local ex¬ 
change services, and <d) jurisdictional 
separation of revenues and expenses for 
plant and facilities commonly used for 
both intrastate and interstate (or for¬ 
eign) services. The Supplemental Notice 
set forth for the guidance of the parties 
a detailed itemization of subissues and 
specific matters on which we desired to 
gather information (50 FCC 2d 574, 
576-588). 

33. This proceeding was intended pri¬ 
marily as a fact-finding inquiry to obtain 
information that would be useful not 
only to this Commission in the discharge 
of our statutory obligations but also to 
other agencies, Including the State utility 
commissions, in carrying out their re- 
1. sponsibilities. We did not propose in this 
particular proceeding to adopt any rules 


or policies. However, we expect that the 
record developed in this inquiry may be 
used in part to facilitate the resolution 
of questions in pending or future rule- 
making proceedings. Moreover, this rec¬ 
ord may form the basis for separate 
regulatory actions by us or by other reg¬ 
ulatory bodies. (Notice, 46 FCC 2d at 
214-15; Supp. Notice, 50 FCC 2d at 574). 

34. We contracted with 4, T-|-E, Inc. 
(T+E)“ of Cambridge, Massachusetts to 
summarize the record and analyze the 
filings of the parties. The T-fE report 
to us, comprising seven volumes denomi¬ 
nated “Deliverables,” is appended here¬ 
to. For the most part we believe that the 
T-f E report contains a useful summary 
and analysis of the record and to this 
extent we rely on it extensively. How¬ 
ever, we have found it necessary to 
analyze portions of the filings of some 
parties in greater depth, as reflected be¬ 
low. Moreover, in some instances the 
record appears deficient, particularly in 
the case of OCC competition, although 
our Further Notice of Inquiry sought 
comprehensive and detailed data on the 
listed matters (50 FCC 2d 544). Accord¬ 
ingly, we have turned to other appropri¬ 
ate sources of relevant information such 
as our own common carrier statistics 
compiled from reports by the carriers, 
and a report by Frost and Sullivan, Inc. 
entitled The Telephone Interconnect 
Market (Report No. 396, January 1976). 
AT&T has filed numerous exhibits on 
the desirability of vertical integration of 
the telephone company. We do not ad¬ 
dress that question here since it is at 
issue in Docket No. 19129 which is pend¬ 
ing before us for decision. 

35. Before turning to the material filed 
by parties in response to the notices, we 
believe that it may be helpful to briefly 
set forth the historical background and 
principal decisions which give rise to the 
questions we are exploring here. 

B. Historical Background —(1) Pre- 
1970s Competition. 36. In the latter part 
of the 19th century, The Western Union 
Telegraph Company (Western Union) 
was the dominant communications car¬ 
rier. After Western Union declined an 
opportunity to purchase the Bell Tele¬ 
phone patents. Western tTnion and 
American Telephone and Telegraph 
Company (AT&T) eventually settled 
their differences by dividing the commu¬ 
nications market into telegraph and 
telephone services and agreeing generally 
not to compete in their respective serv¬ 
ice offerings. 1 Apart from AT&T, West¬ 
ern Union faced competition princi¬ 
pally from Postal Telegraph Cable 
Company (Postal) until the economic 
difficulties of the latter led Congress to 
amend the Communications Act of 1943 
to permit the merger of Western Union 
and Postal. 


‘AT&T achieved Its dominance in the tele¬ 
phone sector by enforcing Its patents, acquir¬ 
ing Its competitors and refusing to sell equip¬ 
ment to or Interconnect with the independ¬ 
ent telephone companies. These latter prac¬ 
tices ceased when AT&T and the Justice 
Department signed the “Kingsbury Commit¬ 
ment" in 1913. 


37. There has long been competition 
to the telephone companies in the pro¬ 
vision of mobile telephone service. In 
the 1940s the Commission established 
the land mobile radio service, authoriz¬ 
ing both telephone companies and inde¬ 
pendent radio common carriers (RCCs) 
on different blocks of frequencies (1 Pike 
& Fischer, RR 91:143, 165). 3 There are 
now about 500 RCCs in all areas of the 
country, providing two-way mobile serv¬ 
ice and one-way paging service, in com¬ 
petition to the telephone companies. 

(2) Competition from private micro - 
wave. 38. In the early 1940 r s the Army 
Signal Corps found that it needed addi¬ 
tional telephone transmission capacity in 
North Africa. Using the then new prin¬ 
ciple of radio transmission by means of 
wave lengths a few centimeters long 
(microwaves), they designed a system of 
radio relays which could not be ir >ni- 
tored except by locating the monitor be¬ 
tween the two stations. Construction of 
this type of network was more economic 
and easier than laying cables in the 
Sahara Desert, since the antenna towers 
could be as much as 35 miles apart. After 
the war, there were two new technologies 
of transmission—coaxial cable, and 
microwave. The Bell System made a 
policy decision to stress the use of coaxial 
cable, until the advent of television A 
television signal utilizes the same capac¬ 
ity as 300 two-way telephone calls (600 
voice grade circuits). This large quantity 
could not feasibly be transmitted down 
a wire, or even (at that time) a coaxial 
cable. In response to the need for this 
new service requirement AT&T used 
niicrowave to provide network television 
and miscellaneous common carriers came 
into existence to carry television pro¬ 
grams to more remote parts of the coun¬ 
try. 8 These carriers used microwave 
systems. 

39. While the FCC licensed microwave 
transmitters and systems, and assigned 
frequencies, these assignments were tem¬ 
porary pending the accumulation of suf¬ 
ficient information on common carrier 
microwave needs so that permanent al¬ 
locations could be made. In 1956 the FCC 
launched Docket 11886—“In the Matter 
of Allocation of Frequencies in the 
Bands Above 890 Me" (known as the 
“Above 890“ proceeding). 

40. In 1957, 22 percent of Bell tele¬ 
phone traffic was on microwave (0.5 mil¬ 
lion circuit miles) as was 78 percent of 
Bell intercity television mileage (60,000 
miles). It was estimated that by 1967, 55 


“The purpose of the separate frequency 
allocations was to assure that the telephone 
companies did not preempt most or all of the 
available.frequencies. Over the years the fre¬ 
quencies used by the RCCs have become 
heavily congested In some areas of the coun¬ 
try, whereas the telephone companies have 
not used all of their frequencies In 
areas. 

“Additionally, railroads, pipelines, lumber 
camps and others In remote locations in¬ 
stalled microwave facilities. For example, the 
first long over-water hop was accomplished 
by the Southern Pacific Railroad, which was 
a microwave pioneer, along with Motoro* 
as a manufacturer. 


FEDERAL REGISTER, VOL. 41, NO 216—MONDAY, NOVEMBER 8. 1976 







NOTICES 


19221 


percent of Bell telephone circuits would 
be on microwave (70 million circuit 
miles). Congestion was noted in some 
cities, but Improvements in technology 
seemed able to prevent saturation of fre¬ 
quencies. The Western Union Telegraph 
Company and the independent telephone 
companies also made extensive use of 
point-to-point microwave. According to 
the Operational Fixed Microwave Coun¬ 
cil in 1957 there were approximately 253 
private users and proposed users, with an 
aggregate of 3.012 transmitter^beams of 
about 35 miles each. The utilities (gas. 
electric, water and steam) had 513 sta¬ 
tions and 14,000 system route miles, or 
69,000 channel miles. Their estimate was 
that by 1970 there would be about 1.160 
stations and 26,000 system miles. There 
were special industrial services, the oil 
industry, airlines, railroads, truckers all 
using or proposing to use point-to-point 
microwave. The common carrier systems 
claimed to serve the general public and 
that their use of microwave would lower 
cost, allocate frequencies more efficiently 
and benefit the national defense. The 
private users claimed that they would 
gain increased efficiency resulting in 
lower cost, that there would be more 
flexibility in priorities and that they 
would benefit the national defense. 

41. One of the major issues was 
whether there were enough frequencies 
available to meet all needs. The Com¬ 
mission after carefully reviewing the rec¬ 
ord concluded there would be. In 1959 
the Commission decided to make avail¬ 
able frequencies for private microwave 
systems for business use, upon finding 
that there was no showing in the record 
before it of a reasonable likelihood that 
adverse economic effects would result 
from the licensing of private systems. 
Allocation ol Frequencies in the BaJids 
Above 890 Afc., 27 FCC 359, 411-412 
(1959). 29 FCC 825. 849-852 (I960). The 
Commission noted that the AT&T tar¬ 
iffs did not permit interconnection of 
Private microwave facilities to the tele¬ 
phone network, but deferred considera¬ 
tion of that question for tariff review 
procedures (29 FCC at 841). In response 
to the possibility of competition by pri¬ 
vate microwave systems. AT&T filed a 
tariff for Telpak, a bulk discount offer¬ 
ing of private line service. After hear¬ 
ing. the Commission found that the Tel- 
pak A and B classifications were not 
justified by competitive necessity and the 
rates were unlawfully discriminatory as 
compared to other private line services. 
AT&T i Telpak), 37 FCC 1111. 1118 
(1964) afTd sub nom American Truck - 
Associations, Inc . v. F.C.C., 37 F. 2d 
hi (1966). The Commission concluded 
that there was apparent justification for 
the Telpak C and D classifications in 
terms of meeting competition from pri¬ 
vate microwave systems, but was unable 
to determine on that record whether 
those rates were compensatory so that 
users of AT&T’s other services would not 
oe burdened (ibid.). Subsequently, the 
^mission undertook in Docket No. 

<>128 to determine whether the Telpak 
anc * * ot her private line tariffs were com¬ 
pensatory or burdensome to telephone 


and other services (AT&T, 13 FCC 2d 853 
1968>). The Commission also found in 
another proceeding that the Telpak shar¬ 
ing provisions were unreasonably dis¬ 
criminatory and unlawful. Telpak Shar¬ 
ing. 23 FCC 2d 606 (1970), afTd in part 
sub nom AT&T v. FCC . 449 F 2d 439 
(C.A. 2, 1971); see also 31 FCC 2d 674 
(1971). 32FCC 2d 619 (1971). 

(3) Interconnection of customer equip¬ 
ment. —42. The prohibition in the AT&T 
tariffs against interconnection of cus¬ 
tomer-supplied terminal equipment * 
generally remained absolute until 1956 
when the United States Court of Appeals 
for the District of Columbia Circuit ruled 
that the tariff restriction, as applied to 
the Hush-a-Phone device, was an “un¬ 
warranted interference with the tele¬ 
phone subscriber’s right reasonably to 
use his telephone in ways which are pri¬ 
vately beneficial without being publicly 
detrimental” (Hush-a-Phone v. U.S., 238 
F. 2d 266, 269).* The Commission on re¬ 
mand then ordered AT&T to cancel the 
tariff prohibition against the Hush-a- 
Phone device “or any other device which 
does not injure defendants’ employees, 
facilities, the public in its use of defend¬ 
ants* services or impair the operation of 
the telephone system.” Hush-a-Phone. 
Decision and Order on Remand, 22 FCC 
112 (1957) .* Subsequently, in reliance on 
the Hush-a-Phone principle, the Com¬ 
mission held that the AT&T broad tariff 
prohibition was unlawful as applied to 
Carterfone 7 and other interconnecting 
devices. Carterfone 13 FCC 2d 420 (1968). 
reconsideration denied 14 FCC 2d 571 
(1969 >. We found that “the tariff was un¬ 
lawful. and had been in the past, because 
it prohibited the use of Carterfone and 
other interconnecting devices without re¬ 
gard to actual harm caused to the sys¬ 
tem” (14 FCC 2d at 572). In addition to 
considering the question of technical 
harm, we recognized that the economic 
effects were a pertinent public interest 
consideration but found no showing in 
the Carterfone record to demonstrate 
economic harm (14 FCC 2d at 572-573). 

43. Following “Carterfone” AT&T filed 
tariff revisions permitting interconnec¬ 
tion of customer-provided terminal 
equipment subject to requirements for 
telephone company-provided connecting 
arrangements (CAs) and network con¬ 


4 Such forbidden attachments included 
plastic covers on phone books (as recently as 
1975 such a case was taken by the telephone 
companies to the Supreme Court of North 
Carolina which overturned the prior State 
P.U.C. ruling that such a tariff restriction 
was valid), shoulder rests attached to the re¬ 
ceiver. and dial locks tD prevent people from 
calling out from a telephone. 

a The Court reversed the Commission's prior 
ruling upholding the validity of the tariff 
against the Hush-a-Phone (20 FCC 391, 425- 
427 (1955)). 

•The Hush-a-Phoue was a plastic cup 
clipped to the mouthpiece of the telephone 
to assure privacy and also to promote lntelli- 
glbiUty in noisy environments. 

* The Carterfone was an inductive- 
accoustlcally coupled device which aUowed a 
mobile telephone user to access the public 
telephone network through the mobUe sys¬ 
tem’s base station, where the Carterfone was 
Installed. 


trol signalling units (NCSUs). “AT&T 
Foreign Attachment Tariff Revisions,” 15 
FCC 2d 605 (1968), reconsideration 18 
FCC 2d 871 (1969). The Commission al¬ 
lowed the tariff revisions to go into effect 
but commenced a Federal-State Joint 
Board proceeding (Docket No. 19528) to 
determine whether the CA and NCSU re¬ 
strictions could be liberalized without 
technical harm to the telephone network 
“Interstate and Foreign MTs and 
WATS.” 35 FCC 2d 533 (1972). The ques¬ 
tion of potential economic harm was de¬ 
ferred pending consideration of our find¬ 
ings in this docket. The “First Report 
and Order in Docket No. 19528*’ (56 FCC 
2d 593 (1975), reconsideration 58 FCC 2d 
716) established a registration program 
to allow' users to connect certain termi¬ 
nal equipment to the telephone network 
without the need for carrier-supplied 
CAs, provided that the equipment or the 
connecting protective circuitry has been 
certified by the Commission pursuant to 
Part 68 of the rules which is designed to 
protect the telephone network from tech¬ 
nical harm. The Commission's “Second 
Report and Order in Docket No. 19528 
“further amended Part 68 of the rules to 
include private branch exchanges 
PBX’s). key telephone systems, and main 
station telephones in the registration 
program (58 FCC 2d 736 (1976)). The 
United States Court of Appeals for the 
Fourth Circuit stayed the effectiveness, 
of the Commission’s orders in Docket No. 
19528, but on June 16. 1976, after oral 
argument, ended the stay with respect to 
customer provided data, and ancillary 
devices (“North Carolina Utilities Com¬ 
mission v. FCC and USA.” Case No. 76- 
1002, C. A. 4). The court appeal on the 
merits is still pending. The Commission 
recently revised its rules to specify stand¬ 
ard plugs and jacks for the connection of 
telephone equipment to the telephone 
network. “Report and Order in Docket 
No. 20774,” FCC 76-617. 41 FR 28694 
(1976). 

(4) Competition from other common 
carriers, 44. One important element of 
the Computer Inquiry, which was begun 
in 1966 and will be discussed infra, was 
the revelation of an unmet need that 
was actually one of the implications of 
the “Above 890” decision and the growth 
of computer and private line services: 
there was need for a company or com¬ 
panies capable of providing flexible pri¬ 
vate line services which could be tailored 
to the special needs of the users. Such a 
comoany could provide new and more 
flexible services with a plant designed for 
private line use rather than exchange 
telephone use. In 1970 as a result of a 
large number of applications for micro- 
wave stations on the part of MCI < Micro- 
wave Communications. Inc.), Datron 
(Data Transmission Co., a subsidiary of 
University Computing) and others, the 
FCC launched “In the Matter of Estab¬ 
lishment of Policies and Procedures for 
Consideration of Application to Provide 
Specialized Common Carrier Services in 
the Domestic Point-to-Point Microwave 
Radio Service and Proposed Amend¬ 
ments to Parts 21, 43 and 61 of the Cora- 
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mission’s Rules,” Docket 18920, 8 “Special¬ 
ized Common Carriers” for short. 

45. The FCC had already granted MCI 
its Chicago-St. Louis system in deciding 
“Microwave Communications, Inc.,” 0 but 
the issue here was whether to embody 
such grants in a new general policy. 
These carriers proposed to provide their 
own networks. Datran was to provide 
highly reliable low cost data services, us¬ 
ing digital transmission, a variety of 
speeds and other benefits on a switched 
network. MCI offered customized com¬ 
munications services at low cost, low 
error rate, and a number of other flex¬ 
ible tariff provisions. Both companies in¬ 
tended originally to provide their own 
local distribution links using microwave, 
but eventually were forced by cost con¬ 
siderations to go to telephone companies 
for local circuits (MCI had originally in¬ 
tended to use both microwave and tele¬ 
phone company facilities). 

46. In the “Specialized Common Car¬ 
rier” Decision (29 FCC 2d 870, 920 
(1971)), the Commission treated at some 
length the question of the potential eco¬ 
nomic effect of new entry, finding no 
reason in the record before it to antici¬ 
pate any adverse impact on service to the 
public by existing carriers 10 such as to 
outweight the considerations supporting 
new entry (29 FCC 2d at 910-920). We 
further found that there is a public need 
and demand for the proposed services 
and for new and diverse sources of supply 
of communications, that competition in 
the private line field is reasonably fea¬ 
sible, and that new entry can reasonably 
be expected to have some beneficial ef¬ 
fects for the public (29 FCC 2d at 920. 
904-910). Among the anticipated benefi¬ 
cial effects were: broadened consumer 
choices, dispersed responsibility for the 
supply of communications, economies of 
specialization, and provision of a regula¬ 
tory yardstick and an incentive for tech¬ 
nical and service innovation by AT&T 
(29 FCC 2d at 909-910). We also decided 
that AT&T could compete fully and 
fairly in private line services and could, 
where appropriate, depart from nation¬ 
wide average pricing for private line 
services (29 FCC at 915). On reconsidera¬ 
tion the Commission further found no 
reasonable likelihood of economic harm 
to independent telephone companies (31 
FCC 2d 1106 (1971)). The Commission's 
Specialized Carrier decisions were af¬ 
firmed by the United States Court of 
Appeals for the Ninth Circuit "sub nom 
Washington Utilities & Transportation 
Commission v. F.C.C.,” 514 F. 2d 1142 
(1975), cert. den. 423 U.S. 836. 

47. In the proceeding in Docket No. 
16495 promulgating policies for the au¬ 
thorization of domestic satellite facili¬ 
ties, the Commission decided upon a 
policy of multiple entry by telephone 


• 29 FCC 2d 870. 

• 18 FCC 2d 953, 21 FCC 2d 190. 

10 The Commission reasoned that even if 
All of AT&T's private line revenues were lost, 
something not very likely, amounting to less 
than 4 percent of AT&T's total revenues, the 
public would not be harmed (29 FCC 2d at 
886, 891-892). 


and specialized carriers. 11 “Domestic 
Communication-Satellite Facilities,” 35 
FCC 2d 844 (1972); on reconsideration 
38 FCC 2d 665 (1972). The Commission 
also decided for the first time to consider 
the authorization of an independent 
telephone company (GTE Service Cor¬ 
poration) to provide some of the inter¬ 
state transmission facilities for telephone 
service, previously supplied only by 
AT&T, provided that GTE demonstrated 
the absence of operational or economic 
prejudice to the telephone network (35 
FCC 2d at 853-854). Although the Com¬ 
mission granted GTE authorization for 
a separate domestic satellite system upon 
a finding that GTE had made the requi¬ 
site showing, GTE later chose not to 
pursue that grant but rather to own 
earth stations in AT&T’s domestic satel¬ 
lite system. The latter authority was 
granted after a hearing (“GTE Satellite 
Corporation,” 57 FCC 2d 147 (1975)). 

48. Recently the Commission has re¬ 
iterated that its specialized carrier policy 
decision and authorizations permit com¬ 
petition only in the provision of private 
line services and do not authorize car¬ 
riers other than telephone companies 
to provide message telephone service 
(MTS). See “MCI Telecommunications 
Corporation” (Docket No. 20640, TCC 
76-622, released July 13, 1976), where 
the Commission ordered MCI to cease 
offering Execunet service because that 
service has the essential characteristics 
of MTS and is beyond the scope of MCI’s 
specialized carrier authorizations. 

(5) Other cases pertaining to competi¬ 
tion. 49. In addition to authorizing facili¬ 
ties to OCCs, the Commission has au¬ 
thorized "value added carriers” which 
lease channels from AT&T or other car¬ 
riers under voluntarily filed tariff pro¬ 
visions and provide additional equipment 
and services of value to their customers. 
“Packet Communications. Inc.”, 43 FCC 
2d 922 (1973); Graphnet Systems, Inc., 
44 FCC 2d 800 (1974); “Telenet Com¬ 
munications Corp.”, 46 FCC 2d 080 
(1974). For example, a value added car¬ 
rier may combine the leased circuits with 
computerized switching facilities which 
enable data communications between 
otherwise incompatible terminals. On 
July 16, 1976 we determined in Docket 
No. 20097 that tariff provisions prevent¬ 
ing or restricting unlimited resale and 
sharing of private line services are un¬ 
lawful "(Resale and Shared Use of Com¬ 
mon Carrier Services,” FCC 76-641, 41 
FR 30657). We found that the resale of 
communications is a common carrier ac¬ 
tivity fully subject to our Title n juris¬ 
diction, and that sharing must be on a 
non-profit basis (FCC 76-641 at paras. 
129, 130). This decision is presently be¬ 
fore the Commission on petitions for 
reconsideration. 

50. On August 9, 1976 we began an 
inquiry and proposed rule making in 
Docket No. 20828 (FCC 76-745) to revise 
the rules adopted in our “Computer In¬ 
quiry” (“Tentative Decision”, 28 FCC 2d 
291 (1970), “Final Decision,” 28 FCC 2d 


11 The policies adopted In Docket No. 16496 
also permit the authorization of domestic 
satellite facilities to private entities. 


267 (1971), aff’d in part “sub nom GTE 
Service Corp. v. FCC,” 474 F. 2d 724 
(C. A. 2, 1973)). In the “Computer In¬ 
quiry” we decided that common carriers 
may not offer data processing services 
except through a separate subsidiary 
organized in accordance with § 64.702(c) 
of our rules, u and declined to exercise 
jurisdiction over data processing serv¬ 
ices. We gave consideration to hybrid 
services combining data processing' and 
message switching, exercising jurisdic¬ 
tion over hybrid communications serv¬ 
ices wherein the data processing capa¬ 
bility is incidental to the message 
switching function but not over hybrid 
data processing service wherein the re¬ 
verse is true. Our current Inquiry recog¬ 
nizes that technological advances in 
computer hardware and software are 
blurring the distinctions between data 
processing and communications, and 
make new definitions appropriate. We 
are proposing to delete the “hybrid serv¬ 
ice” concept and to arrive at a definition 
of data processing which will provide a 
demarcation between data processing 
and communications service. 

(6) AT&T's responses to competition . 

51. In response to competition by in¬ 
dependent equipment suppliers, AT&T 
has introduced new and modified equip¬ 
ment offerings and, in some instances, 
has lowered its equipment charges (see 
Parts IV(D) and (E) below). AT&Ts 
response to other common carrier (OCC) 
competition has been three-fold. First, 
it has filed tariff revisions for voice grade 
private line services which generally 
reduced charges on high density routes 
served by OCCs and set higher charges 
on low density routes. 

52. Second, in response particularly to 
a digital data offering by Data Trans¬ 
mission Company (Datran), AT&T 
sought and was granted authority to pro¬ 
vide a new dataphone service utilizing 
the digital data under voice (DUV) tech¬ 
nique on its existing microwave and T1 
carrier facilities—a technical innovation 
which it maintained would make more 
efficient and economic use of the spec¬ 
trum. We set AT&T’s tariff for the new 
dataphone digital service (DDS) for in¬ 
vestigation and hearing in Docket No. 
20288 to determine whether the rates, 
which are below those of Datran, are 
just and reasonable (50 FCC 2d 501 
(1974)). This matter is pending before 
the Commission for decision upon excep¬ 
tions to the Initial Decision of the Ad¬ 
ministrative Law Judges (FCC 76 D-34). 
There is also pending an application by 
AT&T for authority under Section 214 
of the Act to provide dataphone switched 
digital service (No. at-P-C-778). 

53. And, third, AT&T initially refused 
to interconnect with the OCCs for some 
private line sendees (foreign exchange 


J1 This was done eo as to prevent cro^-sub- 
sidization of the data processing activities ox 
a carrier (competitive) by Its conurttU"®** 
tiona activities (regulated). The Commissi 
saw no public Interest benefit to be gain 
by not allowing carriers to enter the 
processing arena as long as the commoni • 
tions user did not pay more for his s® 
Ices than absolutely necessary. 
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,PX» and common control switching 
arrangements (CCSA)). After a show 
cause proceeding in Docket No. 19896 the 
Commisison found that AT&T was under 
an obligation to furnish to the OCCs 
interconnection facilities for all of their 
authorized services. “Bell System Tariff 
Offerings/’ 46 FCC 2d 413 (1974), aff’d 
“sub nom Bell Telephone Company of 
Pennsylvania v. FCC/' 503 F. 2d 1250 
<CA. 3, 1974). cert. den. 423 US. 886 
il975h In Docket No. 20099 the Com¬ 
mission accepted a settlement agreement 
between AT&T and other carriers which 
set forth the rates, terms and conditions 
for AT&T’s OCC facilities offering 
< AT&T. 52 FCC 2d 727 (1975)) . See also, 
the Commission's Report and Order on 
multiple satellite hops (FCC 76-766, 
adopted August 5. 1976) which accepts a 
negotiated agreement on interconnec¬ 
tion between AT&T and domestic satellite 
carriers. 

54. The history cited above demon¬ 
strates this Commission’s great concern 
with the needs and desires of the regu¬ 
lated companies' customers, which is the 
traditional concern of any govern¬ 
mental body directly involved in the 
regulation of a public utility service. The 
Commission recognizes that these needs 
and desires are continually evolving, and 
it has therefore provided for a certain 
amount of flexibility in many of its 
decisions. 

C. THE KKCOKD-POSITIONS OF THE PARTIES 

55. The current inquiry (Docket No. 
20003) was undertaken to analyze the 
economic implications and interrelation¬ 
ships arising from regulatory policies and 
current pricing practices for telecom¬ 
munications services and facilities. This 
inquiry is broadly concerned with the ec¬ 
onomic effect on telephone costs and 
charges of: (a) The interconnection of 
customer-provided equipment to the tele¬ 
phone network. <b> the competitive 
supply of private line services, (c> local 
exchange rate structures, and (d) juris¬ 
dictional separations for allocating com¬ 
monly used plant and revenue require¬ 
ments between intrastate and interstate 
services. This Report is primarily direct¬ 
ed toward the first two issues: the effects 
of interconnection and private line com¬ 
petition. As the Inquiry continues, we will 
address the other issues. 

06 . In response to our Notices of In¬ 
quiry a large number of interested par¬ 
ties filed voluminous material and stud¬ 
ies. While we specified a cut-off date of 
July 12, 1976 in order to permit prepara¬ 
tion of a report on the record to date, 
it is our intent that this Inquiry shall 
continue. The parties are listed in Ap¬ 
pendix A below. They include AT&T, var¬ 
ious uidependent telephone companies, 
me United States Independent Telephone 
Association (USITA). Western Union, 
various OCCs and terminal equipment 
suppliers, NARUC and two State Public 
wvice Commissions, the Office of Tele¬ 
communications Policy (OTP), and vari¬ 
es communications users. 

57. We have one further comment 
before summarizing very briefly the 
nia Jor ixxsitions of the parties. This rec¬ 


ord is voluminous and useful studies have 
been filed. However, it appears from the 
record, as well as from the T-fE report, 
that to a significant extent some parties 
are renewing contentions which were 
made and considered in prior proceed¬ 
ings (e.g., “Specialized Common Car¬ 
rier/’ 29 FCC 2d 870 (1971); Orders in 
Docket No. 19528. 56 FCC 2d 593 (1975), 
58 FCC 2d 716, 58 FCC 2d 736 (1976) >. 
We note that apart from updated esti¬ 
mates this record does not contain much 
new support for such allegations. Despite 
our desire for a-full record which would 
enable factual findings, the documenta¬ 
tion for some contentions is either non¬ 
existent or no better than what we have 
previously considered. We cannot accept 
unsubstantiated or inadequately sup- 
jjorted contentions as a basis for find¬ 
ings of fact. 

58. Since the key arguments and 
studies of the parties are addressed below 
in Parts m-V of this Report, we shall 
here indicate only the general tenor of 
representative positions so as to intro¬ 
duce our discussion of the issues. 

(а) AT&T. 59. AT&T maintains that: 

(1) The telecommunications industry Is 
historically and naturally a regulated monop¬ 
oly due to economies of scale (Bell Ex. 9 
and 14) and because duplication of com¬ 
munications facilities Is wasteful. 

(2) The public Interest has been served 
by traditional ratemaking practices—value 
of service pricing, rate and cost averaging, 
and the pricing of -certain services above 
costa so that the costs of basic services may 
be kept low. 

(3) Intercity services and terminal equip¬ 
ment make contributions to unallocated 
common costs that keep exchange rates low. 

(4) Jurisdictional separations methods 
have also promoted universal telephone 
service by keeping basic local exchange rates 
low. 

(б) As a regulated monopoly the telephone 
company has made high quality communica¬ 
tions services widely available at low cost. 

(6) AT&T has been innovative (Bell Exs. 35 
and 37). 

(7) Vertical integration of AT&T U Impera¬ 
tive in order to maintain the integrity of Che 
telephone system. 

(8) Competition from the OCCs will have 
adverse economic effects on telephone users. 

(9) The principal intercity services—MTS. 
private line and Wide Area Telephone Service 
(WATS)—are cross-elastic (BeU Ex. 34), and 
the Intercity network is designed to take ad¬ 
vantage of economies of scale. 

(10) The OCCs are offering few, Lf any, new 
services, but rather are exploiting opportu¬ 
nities opened by traditional pricing policies. 

(11) Competitive responses of AT&T can 
mitigate the loss (Bell Ex. 10); if competition 
is aUowed. it should be lull and fair. 

(12) Loss of Intercity revenues to OCCs will 
reduce the benefits of economies of scale by 
increasing AT&T's circuit costs and delay the 
Introduction of new large scale technology. 

(13) Such competitive loss of revenues 
will reduce the contributions that these In¬ 
tercity services make, thereby adversely af¬ 
fecting local exchange rates. 

(14) Private line revenue losses will re¬ 
quire increases in MTS rates as well, with 
resultant decline in MTS demand. 

(15) Savings from usage sensitive pricing 
of local exchange service do not provide a 
satisfactory answer, since the pricing effi¬ 
ciencies would be offset by the associated 
measurement costs. 

(16) Competition from the Interconnect 
industry will adversely affect the local ex¬ 


change rates because these equipment offer¬ 
ings by the telephone company make a con¬ 
tribution to basic exchange service and the 
separations procedures are based on having 
the telephone company provide the terminal * 
equipment. 

(17) Traditional pricing policies encom¬ 
pass cnd-to-end service. 

(18) Interconnect competition may un¬ 
dermine the integrity of the entire telephone 
network. 

(19) The certification programs adopted 
by the Commission will entail considerable 
supervision and enforcement costs. 

(20) The multiple suppliers of terminal 
equipment, facing a fragmented market, will 
delay the introduction of Innovations. 

(b) Independent telephone companies. 
60. The independent telephone companies 
and United States Independent Tele¬ 
phone Association (USITA) respond 
generally along the lines of AT&T. In 
addition, it is asserted: 

(1) The adverse impact of competition, 
particularly from the interconnect Industry, 
on Independents will be greater than on 
AT&T and will increase their capital costs. 

(2) Independents do not have the same 
ability as AT&T to make competitive 
responses. 

(3) The provision of terminal equipment 
should not be on different bases—regulated 
for telephone companies and non-regulated 
for Independent suppliers. Both should be 
non-regulated, or, in any event, subject to 
uniform accounting requirements. 

(4) Competition from the interconnect in¬ 
dustry will adversely affect the depreciation 
schedules of the telephone companies. 

(5) It the telephone companies no longer 
provide station equipment, new separations 
procedures will be required. 

(0) USITA attaches (USITA Attachment 
B) preliminary results of a continuing study 
by Systems Applications, Inc. (SAI) on the 
impact of OCCs on Independents, conclud¬ 
ing that the OCCs presently have a com¬ 
petitive advantage because AT&T Interstate 
rates subsidize low exchange rates, but the 
OCCs could not survive in direct cost/price 
competition because they are high cost sup¬ 
pliers. Competition from OCCs and the in¬ 
terconnect industry will not benefit the pub¬ 
lic, but rather will lead to higher exchang© 
rates, retard innovation and increase the 
regulatory burden. 

(7) The final report of SAI on OCCs proj¬ 
ects that the OCCs will have a significant 
share of the total composite toll market by 
1985 and that MTS rates will be reduced In 
order to compete with highly cross-elastic 
OCC services. 

(c> Other common carriers. 61. West¬ 
ern Union did not submit a lengthy re¬ 
sponse in this Inquiry but relied instead 
on its filings in other proceedings. MCI 
and other OCCs claim that: 

(1) OCCs are providing new services 
previously neglected by the telephone com¬ 
pany. 

(2) In offering some services which ore 
highly cross-elastic with those of AT&T, the 
OCCs give customers a choice between vari¬ 
ous qualities of service and sometimes lower 
prices (than telcos) or telephone company 
services which may not always suit the needs 
of Individual users. 

(3) AT&T’s private line services are not 
competitive with the OCC services, given the 
current market size. 

(4) AT&T's tariff responses to private line 
competition reflect cross-subsidization from 
MTS and WATS afid need regulatory 
scrutiny. 
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(5) AT&T is not a low-cost carrier in pri¬ 
vate line markets, since It must cross-sub- 
sldlze to remain comnetltlve. 

(6) The OCCs. by creating addition*! 
sources of supply, bring lower prices and 
more innovatlonal activity. 

(7) The OCCs will be viable in the long- 
run on a cost effective basis. 

(8) The Impact of OCC competition on 
residential exchange rates will not be signifi¬ 
cant, particularly since competitive responses 
by AT&T should prevent a serious erosion of 
its market shares. 

(9) AT&T's market projections of revenue 
loss are highly exaggerated when compared to 
actual OCC revenues. 

<10) It is unclear that exchange service Is 
now subsidized; it may be that exchange 
service is subsidizing Intrastate toll. 

(11) Any revenue Impact of OCC competi¬ 
tion can be neutralized by employing some 
form of usage sensitive pricing for exchange 
service. 

(12) Competition should lessen. AT&T’s 
capita] requirements for interstate facilities 
insofar as those used for private line -are 
essentially fungible with those required to 
furnish MTS. 

(13) Since AT&T’s private line service is 
non-compensatory, the loss to competition 
reduces the required subsidy from MI’S users. 

(14) Competition has not caused any delay 
in the introduction of new service by AT&T, 
quite the contrary. 

(16) AT&T’s Long Lines Department 
should be a separate entity In order to sim¬ 
plify regulation and eliminate antl-competl- 
tive cross-subsidies. 

(d) Interconnect companies. 62. The 
Computer and Business Equipment Man¬ 
ufacturers Association (CBEMA) and 
other interconnect companies or associa¬ 
tions claim that: 

(1) The Interconnect companies have In¬ 
troduced significant Innovations In terminal 
equipment and provided customers with a 
wider variety of equipment that more closely 
fits their individual needs. 

(2) Competitive pressures have forced 
AT&T to respond, usually with imitative 
offerings. 

(3) The manufacture of terminal equip¬ 
ment Is not characterized by economies of 
scale and high capital costs for entry; It is 
not a natural monopoly. 

(4) This competitive area should not be 
blocked simply to permit telephone com¬ 
panies to raise revenue to support other 
services. 

(6) Competition to date has not caused 
any serious disruption. 

(6) Hate increases due to Inflation are 
outstripping any competitive effects. 

(7) Interconnect competition will not sig¬ 
nificantly impact on local exchange rates, 
since the telephone companies imitative re¬ 
sponses will prevent a Berious erosion of 
their markets and they have never offered 
oomplex data equipment. 

(8) While noting that NARUC projects 
that telephone companies would retain very 
substantial shares of the key telephone sys¬ 
tem and PBX market, CBEMA claims that the 
telephone companies will enjoy a net revenue 
increase due to expansion of the markets In 
large part because of Interconnect com¬ 
petition. 

(e) Users. 63. Those users who filed 
In this proceeding generally assert that: 

(1) Quality and service improvements 
have resulted from OCC and Interconnect 
competition, both from the competition and 
subsequently from AT&T. 


(2) Communications costs to businesses 
have decreased. 

(3) Changes in rate structures that tend 
to reflect relative costs should be allowed. 

Specific examples of user comments are 
as follows: 

Telecommunications Management Inc., a 
consultant to private industry for telecom¬ 
munications services: The specialized carriers 
have brought to* the market place a refreshing 
sense of concern for the customer and his 
needs. The American public, as a whole, must 
surely benefit :s reduced telecommunications 
costs and increased flexibility allow busi¬ 
nesses to operate more efficiently and keep 
their prices down. 

Krigger and Company, Inc.: I had con¬ 
tacted the Bell System quite a number of 
times to price a direct line to our Cleveland 
office, but the price of the service was pro¬ 
hibitive and I would not stand the expense. 
When MCI contacted me, their service was 
a full 35% cheaper than Bell’s and at this 
price, it was a service I could afford. 

Bunker Ramo Corporation: (Specialized 
common carriers have produced a new com¬ 
petition Into long lines pricing of all classes 
of service offered currently under FCC Tariff 
263 and 266. Wc also have seen an improve¬ 
ment of service as it would pertain to matters 
of trouble nature or installation as a result 
of the entry of new carriers. 

MCI questionnaire to its users, as tabu¬ 
lated, by Thomas H. Farrell Associates: 79 
percent said competition stimulated new 
service offerings; 66 percent said OCC offer¬ 
ings meet requirements not previously met 
by established carriers; 76 percent believed 
that improvements in their telecommunica¬ 
tions services created economies which ulti¬ 
mately lower their prices to consumers and 
increased the variety and improved the qual¬ 
ity of their goods and services; 65 percent 
said OCCs offer new services that met a spe¬ 
cial requirement of theirs, unfulfilled by the 
established carriers. 

(f) Regulatory Agencies. 64. NARUC’s 
position is as follows: 

(1) NARUC estimates from its study that 
OCC competition and PBX and key system 
Interconnection will cost basic exchange sub¬ 
scribers a substantial amount by 1984. 

(2) PBX and key system Interconnection 
would strike hard at independent telephone 
companies. 

(3) Interconnect competition could retard 
some innovations, such as electronic central 
switching offices, because of the non-com¬ 
patibility of interconnect subscribers’ equip¬ 
ment and may impair the availability of 
services at reasonable prices in rural areas. 

(4) While competitive manufacturing of 
data communications terminal equipment 
and ancillary devices will enhance innova¬ 
tion and PBX and key system Interconnec¬ 
tion may facilitate the distribution of inno¬ 
vation, innovation will not be speeded up 
where Independent manufacturers already 
serve Independent telephone oompanles. 

(6) There has been no reduction in reg¬ 
ulatory load as a result of OCC and inter¬ 
connect competition. 

(6) The history of separations shows that 
residential subscribers are slow to benefit 
from Increased telephone revenues. 

(7) To the extent that competition In¬ 
creases the cost of exchange service, regula¬ 
tory action should be taken to change separa¬ 
tions principles. 

(8) Usage sensitive pricing Is being inves¬ 
tigated by the NARUC staff, but a final report 
Is not yet ready. 

65. The New York Public Service Com¬ 
mission (NYPSC) submitted two studies. 


The first, a staff study by James Aug- 
stell on the “Revenues and Cost of in¬ 
terconnection within the Service Area 
of New York Telephone Company/* com¬ 
pleted in January, 1975 concluded that; 

(1) Interconnect penetration in the 
NYTelco area as of the end of 1973 was rela¬ 
tively small for PBX-Centrex and key tele¬ 
phone systems (KTS) where the greatest 
impact on NYTelco revenues is expected. 

(2) If the Initial rate of growth for inter¬ 
connect equipment were to continue through 
the 1975-1984 period, NYTelco revenues and 
contributions to local exchange service in 
these markets would be substantially re¬ 
duced as compared to their potential levels 
absent competition. 

The second NYPSC study, a more com¬ 
prehensive analysis of interconnection 
competition and alleged contribution of 
vertical services to exchange services, by 
Yog Varma of the NYPSC staff, has been 
adopted by the NYPSC (NYPSC Case No. 
26775, Opinion No. 75-28, October 22, 
1975). The Varma study concluded that: 

NYTelco business vertical services (PBX, 
Centrex and KTS) are underpriced, and do 
not provide any contribution to residential 
exchange service but rather are subsidized 
by other services. 

As a result of the Varma study the 
NYPSC has ordered the NYTelco to 
make substantial increases in its charges 
for business vertical services. 

66. The Nebraska Public Service Com¬ 
mission believes that the maximum 
availability of basic exchange service 
outweighs any considerations arising 
from a cost of service approach and 
should take precedence over competition 
by the interconnect industry and OCCs. 

67. The Office of Telecommunications 
Policy (OTP) has appended several stud¬ 
ies to its comments, including a critique 
of the NARUC and NYPSC studies. Very 
briefly, OTP maintains that: 

(1) Any increase in local exchange rates 
due to interconnect and OCC competition 
would be relatively small—using NARUC/ 
NYPSC projections for 1980—and this in¬ 
crease could be eliminated through changes 
in separations principles and usage sensitive 
pricing of exchange rates. 

(2) The OCCs probably are not viable in 
the long run on a cost-effective basis except 
in the provision of services which are not 
highly cross-elastic with services currently 
offered by AT&T, unless they can utilize tech¬ 
nology not available to AT&T. 

(3) The OCCs can and do provide new 
services, especially In the area of data trans¬ 
mission, which will benefit users—partic¬ 
ularly businesses. 

(4) There are economies of scale in long 
haul transmission, toll switching and local 
distribution; but not in the manufacture of 
terminal equipment. 

(5) Competitive pressures from intercon¬ 
nect companies would probably quicken the 
pace of innovation, both by interconnect 
companies and telephone companies, as indi¬ 
cated by recent experience. 

D. MANNER OF PRESENTATION OF THIS REPORT 

68. We shall proceed in Part IT below 
to describe the structure of the Telecom¬ 
munications industry in greater detail. 
In Part III we consider the historical f.nd 
over-all impact of interconnect and OCC 
competition. Part IV addresses the inter¬ 
connect question more extensively and 
Part V treats OCC competition. 
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II. Structure of the Domestic Telecom¬ 
munications Industry 

A. GENERAL 

69. The United States telecommunica¬ 
tions industry, as shown in Table U-l, 
consists of several sectors, each of which 
provides a variety of telecommunications 
services to the public. As can be seen 
from an examination of the data in the 
table, the industry has grown signifi¬ 
cantly over the past fifteen years—oper¬ 
ating revenues and gross plant have 
nearly quadrupled since 1960—with the 
telephone sector leading the way. In 1975, 
the telephone sector accounted for al¬ 
most 97 percent of the operating revenue 
and slightly over 97 percent of the gross 
plant of the entire U.S. telecommunica¬ 
tions Industry. The other sectors, which 


account for the remaining 3 percent of 
tlie industry, have also grown since 
1960. The telegraph sector more than 
doubled operating revenues, while near¬ 
ly quadrupling gross plant. The operat¬ 
ing revenues of the public land mobile 
radio service increased more than five 
times during the period 1960-1974. 13 Of 
the remaining sectors, all have grown, 
but all or parts of some sectors, i.e., pri¬ 
vate branch exchange (PBX) and key 
telephone system (KTS> equipment and 
specialized, value added, and domestic 
satellite carriers, are too new to the in¬ 
dustry to show increases in the table. 


13 Data on operating revenues for the pub¬ 
lic land mobile radio service are not avail¬ 
able for 1975; also, data are not available to 
determine the increase In gross plant for this 
sector. 


These will be examined Ln more detail 
below. 

70. The discussion that follows will be 
concerned essentially with these sectors 
of the industry: (1) The telephone sector 
(1. in Table II—1); (2) The interconnect 
industry, represented by the non-tele- 
phone company PBX and KTS equip¬ 
ment sector <6. in Table II-l); and (3) 
The other common carriers <OCCs). 
made up of specialized and value added 
terrestrial carriers (3. b and c in Table 
n-l> and the domestic satellite carriers 
<5.a in Table n-1). The other sectors, 
comprising telegraph carriers, interna¬ 
tional carriers, mobile radio carriers, and 
miscellaneous domestic carriers relay¬ 
ing television signals, are not the prime 
concern of this report: however, each 
will be discussed briefly at the end of this 
section. 


Table II-l .—The Telecommunications Industry of the United State's 


Number of companies 


Operating revenues (thousands) Total communications plant fgross in thousands) 


I960 1985 1*170 1975 I960 1965 1970 1975 I960 1965 1970 1975 


Telephone; 

(a) Bell System 1 2 3 4 5 .. 25 

lb) I '^dependents 1 . 3,299 

2. Telegraph: 

(a) Domestic 1 _ 1 

lb) I "tornational *_ 8 

3. Private lino microwave: * 

(a) MCC.... 

lb) SCO... 

(o) Value added. 

4. Public land mobile radio 

service: •• 

(a) IVIuubone 

companies_ 111 

(10 Other Arms. 400 

5. .Satellite communications: 

(ft) Domestic. 

(b) International •. 

1 Non-TcMMOt Co. PBX 

and KTS equipment___ 


25 

25 

25 

$8, 108,866 

ill. 317,928 

$17,364,630 

$21*. 581.647 

$24,721,830 

$30,228,98! 

$56,171.376 

$89,191,37H 

2,421 

1.841 

1,618 

1,008.451 

1.618,264 

2,891. SM 

5,500.000 

3.970,578 

6,825,807 

12.390,327 

21.000,000 

1 

l 

1 

262,366 

305.615 

402,456 

504,760 

308,023 

688.757 

1,029.149 

1.581.052 

6 

G 

6 

80,976 

106,697 

193,808 

316,070 

163,798 

189.242 

351,674 

015,881 


59 

45 



7,347 

4 >14,248 



•23,280 

* • 56.191 


9 



*34.‘>14 

_ 


* • 166,611 


• 2*...... * 20.... .. • *31030 


281 

423 

396 

489 

§11 'M00 

20,900 

22.200 

•61,305 ..... 

M 60,000 



3 



• 16,300 ___*__„_ 

•206,000 

1 

1 

(") . 

2,139 

69.598 

, " 140,681 _ 10,063 188,782 

“143.000 ......... 

"322,679 

<“> 


7. Total... 3,853 3,158 2,818 2,495 W 477.698 13.391.543 20.951.802 36.312.975 29,254,229 43,942,910 70.154,588 113, 236.300 


1 ’ Statistics of Communications Common Carriers/* I960,1965.1970, and 1975. 

1 Infer* ndent Phone Pacts 1978 (U SIT A). 

3 Other than telephone companies, which is included in L 

* The figures are for December 1974 from *• Statistical Summary of the Results of 
Operations During 1972. 1973. and 1974 of Miscellaneous Microwave Common Car- 
n«V* FCC, Common Carrier Bureau. Economies Division. 

* lV'r.*mb»T 1971. Figure for 1975 not available. 

• Figure Is net plant. 

? FCC form P’s for 1975. 

• MCI Telecommunications Corp. shows zero communications pbuit in their FCC 


form P lor 1975. They lease all plant fur MCI Leasing Corp.. a subsidiary of MCi 
Communications Corp. 

• Communications with company officials. 

«• Number of stations. 

11 FCC form M for 1975 before consolidation with Comsat General. 

“ No data available on the. total number of companies producing PBX and KTS 
equipment or the amount of plant investment devoted to PBX or FTS production. 
There are roughly 30 main manufacturers of PBX equipment. 

n This Is a rough estimate using same actual data for the Bell System u’xhiMu) 
and some j>rojecicd figures far the 1C In independent territory. 


B. TELEPHONE COMPANIES 

1. AT&T. —71. The telecommunica¬ 
tions industry in the United States, as 
mentioned above, is dominated by the 
telephone sector. The telephone sector, 
In turn, is dominated by AT&T or the Bell 
System—the collective term for the 
twenty-five Bell System operating com¬ 
panies. 14 In terms of assets, the Bell Sys- 


"The Bell System Is sometimes defined ns 
the American Telephone and Telegraph Co. 
(AT&T), its principal domestic telephone op¬ 
erating subsidiaries, the Western Electric 
Company (the manufacturing arm of the 
, y ^tem) and Bell Telephone Laboratories 
(the research and development arm of the 
System) AT&T la both & holding and an op¬ 
erating company. It owns 100 percent of the 
ejocK of Western Electric and SO percent of 
the 3tock of Bell Labs (Western Electric owns 
tne other 60 percent). Additionally. AT&T 
th interest In twenty-three of 
twcnt *~ flv © operating telephone com- 
Pfcnieij (including Long Lines) and minority 


tern is the largest non-financial corpora¬ 
tion in the world. In 1975 Its net assets 
were over $80 billion, li making it $47 
billion, or nearly two-and-one-half 
times, larger than Exxon Corp., the larg¬ 
est industrial corporation in the U.S., as 
ranked by Fortune magazine. 1 " As shown 


interest in the two others (Southern New 
England Telephone Co. and Cincinnati Bell). 
AT&T itself is divided Into two departments. 
The General Department provides services 
to the operating companies such as basic 
tt&D (through Bell Labs) and advice on 
accounting, commercial, engineering, finan¬ 
cial. legal, plant and traffic matters. The 
Long Lines Department provides land line 
facilities connecting the country into a 
nationwide long distance system. For the 
purposes of this report, the term Bell System 
is used to mean the twenty-five operating 
telephone companies. Including AT&T Long 
Lines, but not including AT&T General De¬ 
partment, Western Electric or Bell Labs. 

» Fortune. July 1970. p. 215. 

“ Fortune. May 1970, p. 318. 


in Table U-l, the Bell System's operat¬ 
ing revenues in 1975 were $29 0 billion 
and its gross plant was $89.2 billion. Ad¬ 
ditionally, Bell had nearly 1 million em¬ 
ployees in 1975. 11 As Table II-l shows, the 
Bell System has grow n significantly since 
1960. Its operating revenues have in¬ 
creased almost four times, and its gross 
plant has more than tripled. 

72. The Bell System provides about 82 
percent of the domestic telephone service 
in the U.S., as measured by the number 
of telephones, and accounts for about 84 
percent of domestic telephone operating 
revenues. 01 It provides 85 percent of basic 
exchange (local) service and 84 percent 
of the toll (long distance) service. In 
terms of operating revenues. 1 " In addi¬ 
tion to providing the basic monopoly local 


JT Fortune, July 1970. p. 215. 

14 Statistics of Communications Common 
Carriers, 1975. 

9 Id. 
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and toll telephone services, which ac¬ 
count for over 85 percent of its operating 
revenues, the Bell System is also engaged 
in virtually all other aspects of the tele¬ 
communications industry. It is the major 
supplier of private line voice and data 
services, it provides the bulk of the 
facilities used in the transmission of 
radio and television programs and a 
large part of the facilities used for press 
and telephotograph services. The Bell 
System is also extensively engaged in the 
provision of public land mobile radio 
service. Revenues from these other serv¬ 
ices (except public land mobile radio 
which are shown in 4. in Table II-l) 
are included in total Bell System reve¬ 
nues is Table n-1. As will be shown be¬ 
low under the discussion of the inter¬ 
connect industry and other common car¬ 
riers, however, the Bell System accounts 
for the vast majority of total revenue 
generated from the private line and ter¬ 
minal equipment markets. 

73. Geographically, the Bell System 
operates in most metropolitan areas of 
the country and in all states but Alaska 
and Hawaii. Although independent tele¬ 
phone companies are predominantly lo¬ 
cated in rural areas and suburbs, Bell 
does serve a substantial number of rural 
customers particularly in sparsely pop¬ 
ulated areas. 

74. The Bell System has devoted con¬ 
siderable resources to telecommunica¬ 
tions technology, e.g., in 1974 it spent 
$758 million for basic research and de¬ 
velopment in electronics and communi¬ 
cations.* 0 This amount is included as part 
of the prices of the equipment purchased 
by Bell System operating telephone com¬ 
panies, and thus is capitalized when the 
equipment is placed in the rate base by 
those companies. 

2. The Independent Telephone Com¬ 
panies. —75. The independent telephone 
industry is made up of about 1600 tele¬ 
phone companies, most of which are 
small, non-afflliated telephone compa¬ 
nies, including many cooperative and 
municipal systems. The exception to this 
is the handful of “medium-sized” sys¬ 
tems composed of the subsidiaries of the 
independent holding companies—Gen¬ 
eral Telephone and Electronics Corpora¬ 
tion. United Telecommunications, Inc., 
Continental Telephone Corporation, 
Central Telephone and Utilities Corpo¬ 
ration. and Mid-Continent Telephone 
Corporation. Although generally small, 
the independent telephone companies 
provide vital service to millions of 
Americans. They serve about one-half 
the land area of the United States" 
predominantly in rural areas or suburbs 
which were rural before 1920 when the 
telephone industry was acquiring its 
present form. 75 As shown in Table n-1, 


*>Bell Exhibit No. 31, Att. A, p. 4. 

« Department of Commerce Office of Tele¬ 
communications, "Geographical Areas Serv¬ 
iced by Bell and the Independent Telephone 
Companies in the United States,” February 
1973. 

“For details of the early history of tele¬ 
phony in the U.8., see FCC Staff Report. "Tel¬ 
ephone Investigation” (Pursuant to Public 
Resolution No. 8, 74th Congress) (known as 
the "Walker Report”). 


in 1975 independent telephone company 
operating revenues were $5.5 billion and 
gross plant was $21 billion. Total employ¬ 
ment in the independent telephone in¬ 
dustry in 1975 was 158,000.” The inde¬ 
pendent telephone companies provide 
about 18 percent of the domestic tele¬ 
phone service in the U.S., as measured 
by the number of telephones, and ac¬ 
count for about 16 percent of domestic 
operating revenues. They provide about 

15 percent of basic exchange service and 

16 percent of long distance intrastate 
service in terms of operating revenues. 5 ' 

76. As with the Bell System, the bulk 
of independent telephone company rev¬ 
enues is derived from the basic monopoly 
telephone services, but also as with the 
Bell System, the independent telephone 
companies, to a greater or lesser extent, 
are engaged In virtually all other aspects 
of telecommunications industry. They 
provide private line voice and data serv¬ 
ice, television and radio transmission, 
teletypewriter service, and public land 
mobile radio service. Revenues from 
these services (except public land mo¬ 
bile radio which are shown in 4. in Table 
n-1) are Included under total revenues of 
the independent telephone companies in 
Table n-1. While the Bell System ac¬ 
counts for the majority of revenues gen¬ 
erated from the private line and termi¬ 
nal equipment market, the independents 
account for much of the remainder of 
those revenues, as will be seen under the 
discussion of the interconnect industry 
and other common carriers. 

77. The structure of the independent 
industry is changing, however. Each 
year fewer independents are listed 
among concurring and connecting 
carriers and each year more of the in¬ 
dependents are absorbed into one or 
another of the non-Bell holding com¬ 
panies. In many cases mergers are the 
result of the passing of the telephone 
pioneers whose family-operated tele¬ 
phone companies were the mainstays of 
the independent telephone industry. In 
other cases neighboring telephone com¬ 
panies have found it expedient to merge 
as their service areas develop a com¬ 
munity of interest. In still other cases, 
undercapitalized small independents 
have merged with larger ones in order 
to acquire the financial resources to im¬ 
prove service. Finally, many independ¬ 
ents have rendered themselves prime 
merger prospects by their high profit¬ 
ability. 

78. Although individual independent 
telephone companies are sometimes con¬ 
sidered weak financially, just the op¬ 
posite is often true. Many small inde¬ 
pendents have unusually high rates of 
return on equity.* This circumstance 

“Independent Telephone Statistics, 1976 
Edition, USITA, July 1976. 

“ Id. 

“Among the first 12 Independents listed 
In the Missouri PSC’s survey, ”1969-73 In¬ 
clusive Directory of Independent Operating 
Telephones,” eight had returns on equity 
In excess of 20 percent during the period; 1 
in every year. 1 in 4 years, 4 in 3 years, 1 In 
2 years, and 1 in 1 year. In contrast, the Bell 
System’s prescribed rate of return on Its In¬ 
terstate services is presently 9.5 percent to 
10.0 percent (57 FCC 2d 960 (1976)). 


may be due partially to policies of state 
commissions which set rates or rates of 
return on capital for the larger tele¬ 
phone companies and then allow smaller 
telephone companies to charge the same 
rates, or earn the same overall rate of 
return. Indeed, this Commission follows 
such a policy when it regulates toll rates 
on a nationwide basis. Many independ¬ 
ents earn very high returns on their in¬ 
terstate operations because of this ad¬ 
herence to a uniform rate schedule. 

3. Separations, Division of Revenues 
and Settlements .—79. The telephone 
operating companies, both Bell and In¬ 
dependent, and AT&T Long Lines are 
interconnected into a single nationwide 
telephone network for the provision of 
interstate services. Since multiple 
carriers participate in the interstate 
services, procedures have been estab¬ 
lished for dividing the interstate re¬ 
venues between AT&T Long Lines and 
the Bell operating companies and for 
settlements between the Bell System and 
the independent companies. Such divi¬ 
sions of revenue and settlements in turn 
are based on separations procedures, 
made necessary by the circumstance 
that much of the property of the tele¬ 
phone operating companies is used in 
common for both interstate and intra¬ 
state services." 1 Modifications in separa¬ 
tions procedures over the years have had 
the effect of transferring increasing 
amounts on revenue requirements from 
intrastate to interstate services, thereby 
lowering Intrastate revenue require¬ 
ments. 5 " 

80. Under the separations procedures 
plant and expenses are apportioned 
among the intrastate and interstate 
operations on various bases. In the 
case of MTS and WATS under the 
separations procedures including the 
Ozark plan (26 FCC 2d 247. 248). 
subscriber plant costs (station equip¬ 
ment and subscriber lines) and the non¬ 
traffic sensitive portion of local dial 
switching equipment are assigned to in¬ 
terstate operations by the application to 
the cost of such plant of a "subscriber 
plant factor”. However, where this sub¬ 
scriber plant factor enters into the ap¬ 
portionment of costs, the allocation is 
not strictly on the basis of relative use 
but rather is weighted so as to increase 
the interstate revenue requirements and 
lower the local exchange requirements. 
Although the nationwide average Inter¬ 
state use of the subscriber plant is 
significantly less than 10 percent, ap¬ 
proximately 19.9 percent of the Bell cos® 

(16.7 percent in the case of the indepena- 


“ The current Separations Procedures**** 
ncorporated into Part 67 of th0 
don's Rules and the 1971 NARUC FCC 
Separations Manual, entitled 
Procedures lor Separating Telephone P 
>rty. Costs, Revenues, Expenses, Taxes 
Reserves”. 1>d 

“See Separations Procedures. 26 
147, 248 (1970); Report and Order in Doc 
4o. 17975, 16 FCC 2d 317 (I960); interim KJ 
)ort and Order In Docket No. 16255, 
id 30, 88-111 (1967). reaffirmed and 
Inal, 11 FCC 2d 493 (1968). See also 
3abel, ’’Development of Separations ^ 

lies lil the Telephone Industry, 
jig, Michigan State University Pre*» 1 ^ 
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enus overall) has been made a part of 
the interstate revenue requirement. The 
annual costs of local exchange plant as¬ 
signed to interstate constittue about 29 
percent of total interstate MTS and 
WATS revenues. 

81 In order to arrive at a division of 
revenues, a, ‘ all the interstate revenues are 
placed into an interstate settlements 
pool. The respective operating expenses 
(pursuant to separations procedures) 
that are allocated or assigned to the in¬ 
terstate operations are paid over to each 
operating company and AT&T Long 
Lines. The balance left in the pool is 
divided on the basis of investment (net 
plant), ascertained via the separations 
procedures, that each operating company 
and AT&T Long Lines have assigned to 
the interstate enterprise. This remainder 
constitutes the return on investment in 
plant as related to the interstate services. 

82. There are two different settlement 
procedures available to the independent 
telephone companies by which such a 
company may determine its share of the 
aggregate interstate pool. A company 
may elect to perform its own cost studies 
and receive settlements from the pool 
based on those studies. On the other 
hand, a company may elect to receive its 
share of the interstate revenues based 
on so-called average schedules. These 
average schedules, in turn, are derived 
from cost studies developed jointly by 
AT&T and USITA on the basis of groups 
of selected exchanges. 

83. Most terminals supplied by tele¬ 
phone companies are connected to the 
local exchange plant with access to the 
switched telephone network. Thus, the 
terminal can access local exchange serv¬ 
ice. intrastate MTS and WATS, and in¬ 
terstate MTS and WATS. Terminals such 
as telephone instruments, key telephone 
systems and PBXs are offered under 
state tariffs. A few terminals are offered 
under interstate private line tariffs when 
these are used in conjunction with inter¬ 
state private line service. Except for the 
relatively small proportion of revenues 
associated with interstate private line 
service, the revenues derived from 
terminals are directly attributable to the 
state jurisdiction and are carried in the 
Local Service Revenues accounts of the 
telephone companies. Terminals are 
heated as communications plant and 
costs are allocated between state and in¬ 
terstate on the same basis as all other 
Plant. Since terminals connected to a 
local exchange subscriber loop can be 
used for state and interstate telephone 
service, the costs associated with these 

re subject to separations procedures and 
J e subscriber Plant factor is applicable. 
althou 8h the interstate usage of 

ephone instruments is less than 10 


The term "division of revenues" is bc 
ATjb'r USe<i ^ mean allocations only bet\ 
wh T anct the Bell operating compai 
the term "settlements" refers t< 
vcauons between AT&T/Bell and the 1 
^dent telephone companies. 

Comn *isslon receives monthly 
0 f .. from AT&T Long Lines on the divl 
revenues and settlements. 


percent, approximately 19.9 percent of 
the Bell station equipment costs (16.7 
percent of the costs of the independents) 
has been made a part of the interstate 
revenue requirement. 10 

84. Under the separations procedures, 
the weighted subscriber plant factor does 
not apply to the apportionment of costs 
for private line services. To the extent 
that private line is provided on dedicated 
facilities, costs are apportioned by direct 
assignment. Common plant and expenses 
in the provision of private line services 
are apportioned between interstate and 
intrastate on various other bases. Thus, 
the separations procedures for private 
line services do not operate so as to shift 
revenue requirements from intrastate to 
interstate in the same manner as for 
MTS and WATS. 

85. The telephone carriers’ method of 
dividing interstate revenues is relevant to 
the question of whether OCC or inter¬ 
connect competition will affqct local ex¬ 
change rates because of the operation of 
the separations procedures, particularly 
the weighted subscriber plant factor. We 
discuss this question in Part III below on 
OCC competition and in Part IV on 
interconnect. 

C. THE INTERCONNECT INDUSTRY 

86. The interconnect industry :1 is 
made up of-many firms which provide a 
variety of terminal equipment (the 
various types of equipment are described 
below) to the telecommunications mar¬ 
ket. The firms comprising the intercon¬ 
nect industry are not regulated by the 
FCC, and therefore are not required to 
file reports with the Commission con¬ 
cerning operating revenues, gross plant, 
etc., as are common carriers. Moreover, 
no industry-wide trade association or 
similar type organization provides data 
on the composition of the interconnect 
industry. Lacking such official or trade 
association data, the best estimates that 
can be made on the size of the industry 
are those contained in the following tab¬ 
ulation, which come from submissions to 
this Docket." 2 


**Long Lines Statistics, 1930-19G3, 1950- 
1974. 

si For the purpose of this report, the Inter¬ 
connect industry refers to those non-tele- 
phone company Arms that provide terminal 
equipment to the telecommunications in¬ 
dustry. As is shown In this section, how¬ 
ever. the telephone Industry is the principal 
supplier of interconnect devices, and data re¬ 
lating to telephone industry revenues In this 
area are shown for comparative purposes. 

^ Estimated revenues from private branch 
exchanges (PBXs) and key telephone systems 
(KTSs), the two major products of the in¬ 
terconnect industry, are shown hecatise 
revenue data for other products are not 
available for the total industry. These other 
products, however, such as modems, reper¬ 
tory dialers, and answering machines, are 
estimated to account for a relatively small 
part of the industry in terms of revenues. 
Additionally, historical revenue data for 
terminal equipment is available only for 
the Bell System. Since Bell accounts for the 
bulk of the revenues, however, it is signif¬ 
icant to show this data. In 1960 Bell revenues 
from terminal equipment were $869 million: 
in 1965. $1.3 billion; and In 1970. $2.1 billion 


(Data from Bell submission in this Docket). 
It should be noted that in 1960 and 1965 no 
revenues were generated by the intercon¬ 
nect Industry, since this was the pre-Carter- 
phone period: in 1970, revenues from the 
interconnect industry were probably less than 
$10 million. The record in this Inquiry and 
this Report do not treat telephone main 
stations and extensions since our Second 
Report and Order in Docket No. 19528. now 
partially stayed by Judicial order, is too re¬ 
cent to have been the subject of comment 
here. 

Estimate PBX and KTS Revenues, 1975 
| Millions of $1 ** 


Telephone Industry- . _3. 060 

Interconnect Industry_ 143 

Total _3.203 


86fa). As shown in the tabulation, an 
•estimated $143 million in revenues were 
generated by the interconect industry in 
1975, compared with over $3 billion gen¬ 
erated by the telephone companies. 
These $143 million in revenues accounted 
for 4.5% of total revenues from PBX and 
KTS. and less than % of 1% of the 
total revenues of the telecommunications 
industry in 1975. 

86(b>. Tlie two principal types of 
terminal equipment used in the telecom¬ 
munications industry are private branch 
exchanges <PBX>, and key telephone 
systems (KTS). Other important types 
are data terminals, answering machines 
and repertory dialers. Each of these is 
described briefly below. 

87. Private branch exchanges are facil¬ 
ities that allow for communications with¬ 
in a particular location, such as a build¬ 
ing. A typical PBX would be a switch¬ 
board used by a business or apartment 
building for handling communications on 
the premises. PBX systems are classified 
as small (up to 40 phones); medium (be¬ 
tween 41 and 100 phones); and large 
(over 100 phones). An estimated 50 per¬ 
cent of PBX installations are small, 32 
percent medium, and 18 percent large:" 
Also, it Is estimated that business ac¬ 
counts for about 86 percent of the PBX 
installations, state and local govern¬ 
ments account for about 6 percent, non¬ 
profit organizations (such as universi¬ 
ties) account for 4 percent, and other 
uses account for 4 percent.* 

88. Key telephone systems are systems 
which provide for the direct selection of 
an outside line from a multiple telephone 
set. Functions such as line holding and 
intercommunication are selected at the 
instrument. Visual indications are given 
as to the status of each line associated 
with the instrument. The Stanford Re¬ 
search Institute estimates that the aver¬ 
age interconnect key system uses 12-15 
phones and is therefore competitive with 
the small PBX market. 10 About 95 per¬ 
cent of all key systems are estimated to 
be used by business, about 2 percent by 
state and local governments, and the re¬ 
maining 3 percent in other applications,* 


“ Source: Based on data from Bell Exhibit 
No. 20A, Docket No. 20003, and Table r, 
above. 

Bell Exhibit No. 19. 

35 Id. 

** Id. 

37 Id. 
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89. A data terminal or modem is a de¬ 
vice required for transmitting and re¬ 
ceiving data signals over an analog cir¬ 
cuit. It consists of a modulator for trans¬ 
mission and a demodulator for receiving. 
An estimated 82 percent of all installed 
modems are found in business; 6 per¬ 
cent in state and local government; 9 
percent in the Federal government, and 
3 percent in private non-profit organiza¬ 
tions such as universities.’* 

90. Answering machines, as the name 
suggests, are devices that automatically 
answer the phone and send and/or re¬ 
ceive a message. Repertory dialers are 
small devices that store telephone num¬ 
bers and permit the user to automatical¬ 
ly dial a particular number. No estimates 
are available on the distribution of these 
devices among various groups. 

91. As mentioned above, many firms 
make up the interconnect industry. The 
following is a list of some of the major 
suppliers and examples of the types of 
equipment each produces.** 

Chestel. Inc.—SmaU electronic PBXs. 

Collins Radio Company—Automatic call dis¬ 
tributors. 

Danray, Inc.—Computerized PBXs. 

Digital Telephone Systems, Inc.—Large 
PBXs. 

Executone, Inc.—Digital telephone PBXs and 
key systems. 

International Telephone and Telegraph Com¬ 
pany—Several types of electronic PBXs. 
Mil go Electronic Corporation—Crossbar 
PBXs and key systems. 

Nippon Electric Co.—PBXs and key systems. 
Northern Telecom. Inc.—Complete array of 
Interconnect equipment. 

RCA Service Company—Variety of terminal 
equipment. 

Rolin Corporation—Electronic PBXs. 

Siemens Corporation—Complete array of in¬ 
terconnect equipment. 

TIE'Communications, Inc.—Key telephone 
systems. 

D. OTHER COMMON CARRIERS (OCCS) 

92. The other common carriers (OCCs) 
comprise, for the purpose of this report, 
the following groups of carriers: The 
Specialized Carriers, consisting of terres¬ 
trial private line carriers and switched 
data carriers; the Value Added Networks 
or Carriers: and Domestic Satellite Car¬ 
riers. The customers for these carriers 
are almost entirely in the commercial 
and government sector of the economy 
and the market for their services is di¬ 
vided among voice, data, facsimile, and 
special purpose applications in private 
and public networks. 

93. The first OCC authorization was 
granted August 13. 1969. when Micro- 
wave Communications. Inc. (MCD. was 
given permission to offer point-to-point 
analog channel service between St. Louis, 
Missouri and Chicago, Illinois. By May 1, 
1976. a total of 14 OCCs were either op¬ 


**id. 

M Frost and Sullivan, “The Telephone In¬ 
terconnection Market," No. 396,1976. 


erational or had filed 214 applications 
with the FCC; of this number ten were 
in operation by the end of 1975. The fol¬ 
lowing tabulation shows the number of 
OCC firms, their operating revenues, and 
their amount of gross plant at the end 
of 1975. 

The other common carriers (OOCM), 1 nnm- 
her of firms, operating revenues and 
gross plant, 10 75 

lOjwating revenues ami gross plant In thousands 
of dollars] 



Number Operating 
of tirras revenues 

Gross 

plant 

SjK'cializcd common car¬ 
riers. 

9 

34,944 

166,611 

Value added carriers. 

2 

20 

*3,020 

Domestic satcUite carriers. 

>3 

16,300 3 205,000 

Total.. 

14 

51,264 

374,631 


* Source: Table 11-1, above. 

3 Net plant. 

* For purposes of litis report we do not include the 
domestic satellite facilities of A.T. A T./OSAT. 

94. The OCCs accounted for about one- 
tenth of 1 percent of the total operating 
revenues and about three-tenths of 1 
percent of total gross plant of the tele¬ 
communications industry in 1975. 

95. Inasmuch as all the activities of the 
OCCs are still essentially in the start-up 
phase, it is difficult, if not impossible, to 
predict the extent to which the relative 
distributions depicted in the above tabu¬ 
lation will continue as the industry 
evolves. In the case of the domestic satel¬ 
lite sector, which represents about 45 
percent of total OCC investment, invest¬ 
ments tend to come in large, discrete 
quantities as each new entity begins op¬ 
erations. Thus, under current technology 
the number of additional entries must 
necessarily be limited to the relatively 
few firms which can accumulate the min¬ 
imal start-up investment of about $150 
million. Terrestrial microwave carriers, 
however, can commence operations with 
investments which are a relatively 
small fraction of the mature system in¬ 
vestment, and add to their plant at 


relatively slow and continuous rates of 
capital flow. A more detialed examina¬ 
tion of each group of OCCs is contained 
in the remainder of this section. 

1. The Specialized Common Carrien 
<SCCs ). 96. At the end of 1975, as shown 
in Table II-2, nine Specialized Common 
Carriers were operational, with operat¬ 
ing revenues of nearly $35 million and 
gross plant of almost $167 million. All 
but one of these firms, Data Transmis¬ 
sion Co., are terrestrial point-to-point 
microwave carriers. The latter carriers 
at present are concentrating almost ex¬ 
clusively upon the market for point-to- 
point analog transmission channels. 
With terminal and modem equipment 
currently available from interconnect 
suppliers these analog channels are easi¬ 
ly configuured into private line tele¬ 
phone. data, or facsimile networks In¬ 
deed, the same network is capable of car¬ 
rying all of these transmissions—either 
alternately or simultaneously. The phy¬ 
sical plant of these carriers consists pre¬ 
dominantly of microwave radio equip¬ 
ment which is readily available from 
several suppliers. To get into business, a 
terrestrial microwave carrier must ac¬ 
quire the radio equipment itself, and ad¬ 
ditionally, the towers, land, and support 
facilities necessary to set up a route. The 
owned physical plant of the terrestrial 
microwave carriers is concentrated al¬ 
most entirely in long haul intercity facil¬ 
ities. Local loops (the final connection to 
a user's premises) are in almost all in¬ 
stances leased from local telephone com¬ 
panies. In some instances telephone com¬ 
pany facilities are also used to supple¬ 
ment or extend intercity facilities. In 
competing with the established common 
carriers, the channel facilities of the 
terrestrial microwave carriers are off¬ 
ered with a wide variety of bandwidths 
and channel conditioning options. Addi¬ 
tionally, the terrestrial microwave car¬ 
riers offer alternatives to the rate level, 
rate structures, and other terms and 
conditions as they are tendered in the 
established common carrier tariffs. 


Table 11-2. —Specialized common carriers' Dee. $l t 1975 

[In thousands of dollars] 



Gross 

communications 

plant 

Operating 

revenues 

Net Income 
from micruwavo 
services 

CP! Microwave, Inc........ ... 

Data Transmission Co —. 

MCI Telecommunications Corp.*_____ 

Microwave Communications, Inc. 1 . 

Midwestern Relay Co. 1 ........ 

N-Triplft-C, Inc,*....!. 

Southern Pacific Communications Co.. 

West Texas Microwave Co.* . ... 

Western Telecommunications, Inc.*______ 

10,910 

48,733 

® < 727 

U), 307 
11,871 
71,781 
2,587 
5,695 

1,876 

117 

21,319 

1,643 

2.377 

548 

5,088 

871 

1.105 

3 7M 
il\S74 
324,405 
3 1.448 
129 
3 2,401 
*14.2* 

arc 

90S 

Total. 

166,611 

34,944 


» FCC form P, 1976. 

* Loss. 

» Parent company is MCI Communications Corp. 

* Leases all communications plant from MCI Leasing Corp. 

* Operates as both a specialized common carrier and a miscellaneous microwave common carrier. 
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T.UUJ-: II—3 .—Operating revenue»: Telephone company—Private line' anil tpccMised 

common carrier* 

[In thousands of dollars] 

1000 1965 1970 1075 

TM1 ^vstem» 403.862 543,766 1,030,857 1,479,473 

Sepen& telephone companies ».. 14,872 36,782 80,430 133. HW 

Total telephone company. 418,734 580,548 1,111,296 1.612,578 

Specialized common carriers «. - . • - ■ • _ ^ 

Tota l. 418,734 680,548 1,111,25)6 1,647,52*3 

1 1 u'lading intrastate private line. .. 

i“ statistics of Communications Common Carriers, I960, 1965.1970.1975. 

^‘Independent Telephone Company Statistles," I960,1965, 1970, 1975. 

< FCC lonn P, 1975. 


97. As mentioned above, at the end of 
1975 only one switched data carrier— 
Data Transmission Co. < DATRAN > —was 
operational; however, DATR AN recently 
filed a petition in bankruptcy/’ DATRAN 
began operations in April 1974 as an of¬ 
feror of private line data channels and 
began the offering of switched data serv¬ 
ice in January of 1975. Unlike other ter¬ 
restrial microwave carriers, DATRAN of¬ 
fered channels suitable for data trans¬ 
mission only. Approximately 30 percent 
of the DATRAN interstate transmission 
capacity was composed of company-con¬ 
structed digital facilities, extending from 
Houston to Chicago, the remainder were 
high speed digital data system <DDS> 
channels leased from AT&T and SPCC. 
Local loops were obtained from local 
telephone operating companies and were 
on either analog or digital plant. As 
shown in Table II-2 above, DATRANs 
revenues in 1975 were $117,000. The mar¬ 
ket served by DATRAN included those 
applications where: (a) Economics or 
convenience did not justify private 
leased facilities, (b) the connect times of 
the switched data carrier’s data switch 
offered an improvement over those 
achievable by the DDD telephone net¬ 
work. and/or (c> full duplex service was 
required. In concentrating upon the 
switched data market, DATRAN also 
configured its service about a digital 
transmission plant and time division 
switching. The DATRAN transmission 
plant consisted of a mix of owned plant 
and DDS channels leased from AT&T. 

98. Table II-3 shows the operating 
revenues of the Specialized Common Car¬ 
riers compared with the private line op¬ 
erating revenues generated by the Bell 
System and the independent telephone 
companies. As is shown in the table, to¬ 
tal telephone company private line reve¬ 
nues have almost quadrupled since 1960, 
reaching over $1.6 billion in 1975. The 
Specialized Common Carriers only began 
generating revenues in recent years, and 
oy 1975 their revenues amounted to $34.9 
pillion, or about 2.12% of the total pri¬ 
vate line revenues in that year. 

Valve Added Networks or Carriers 
VANs* 99. Currently only two VANs, 
telenet and Graphnet, are operational, 
ncoine for 1975 has not been formally 


. DATRAN filed a petition. Ln bankruptcy 
August 27, 1970 and ceased all commercial 
operations on September 15 . 1976. 


reported to the FCC by either of these 
entities, both of which began operations 
in that year. For 1975, Telenet officials 
informally reported losses of $2.7 million 
and a net plant Investment of $3 mil- 
lion.“ Graphnet has reported no finan¬ 
cial data. 

100. The VANs are attempting to serve 
a market where the user is seeking an 
additional service—the added value—to 
be superimposed by the carrier upon the 
basic transmission service. The nature of 
the value added by the two carriers op¬ 
erational at this time is generically the 
same. Both use data processing capabili¬ 
ties which is resident in their networks, 
to permit disparate terminals ,= to com¬ 
municate with each other. The Telenet 
service is oriented toward computer-to- 
computer and terminal-to-computer 
communications. The Graphnet service 
is oriented toward teleprinter-to-graphic 
and graphic-to-graphic communications 
applications. In addition to adding value 
in the sense cited previously, the value 
added carriers also seek to offer: (a) 
Competitive rate levels, <b> switched 
service, and (c) other features which en¬ 
hance customer operations and conven¬ 
ience. It is worthwhile to note two other 
features which the early entrants have 
in common: (a) Packet switching and 
cb> entirely leased transmission plant. 

101. Packet switching is a variant of 
the message switching technique which, 
like message switching, is implemented 
most easily by stored-programmed com¬ 
puters. The packet technique ostensibly 
permits the VAN to maximize the oc¬ 
cupancy of the channels in his network, 
which results in: fa) Lower investment 
in communications channels. (b) a lower 
cost to to the user, and <c) a negligible 
penalty in connect time. 4 ' 

102. The other VAN feature—a net¬ 
work in which the preponderance chan¬ 
nels is leased from other carriers—is of 
particular significance. A new entity in 


«»Since Telenet leases all of its transmis¬ 
sion plant from common carriers, net plant 
Investments may be deceptively low. The pre¬ 
ponderance of its plant investment Is in 
switching computers and software. 

« The disparities which can be treated In¬ 
clude Inter alia: Transmission speeds, codes, 
line disciplines, and display formats. 

«* Although all of the entrants ln this field 
to date have proposed packet techniques, 
these are not a necessary component of a 
value added service. 


this field may use the lease alternative 
in configuring a transmission plant. Un¬ 
der these conditions start up capital re¬ 
quirements are minimized and this capi¬ 
tal can be concentrated Into marketing 
and promotion rather than upon the 
construction of new plant. A further 
bonus is the avoidance of iopg construc¬ 
tion times during the critical start up 
mode. As in the case of packet switching, 
although the lease option is attractive, 
it is again not a necessary component 
of a value added network. 

3. Doviestic Satellite Carriers ( DSCs ). 

103. In 1975 three DSCs were opera¬ 
tional in providing service to the con¬ 
tiguous 48 states: Western Union Tele¬ 
graph Co. (WESTAR System), RCA 
American Communications, Inc. (SAT 
COM System), and American Satellite 
Corporation <ASC). Other existing or 
scheduled entries include: (a) the 
AT&T/GSAT system which commenced 
operations in July 1976. and <b) Satellite 
Business Systems (SBS)—a consortium 
of the Information Satellite Corp. (a 
wholly owned subsidiary of IBM), 
COMSAT General Business Communi¬ 
cations. Inc. fa wholly owned subsidiary 
of COMSAT General Corp.) and Aetna 
Satellite Communications, Inc. (a wholly 
owned subsidiary of The Aetna Casualty 
and Surety Co.). SBS filed applications 
with the FCC in January 1976; the ap¬ 
plications are currently under review. 

104. The first three DSCs are still very 
much in the startup phase. RCA began 
operations in late 1973 and WU and ASC 
in late 1974. Their operating results are 
summarized below: 

Operating Results—Domestic satellite 
carriers 


(In thousands of dollars! 



Operating 

Not 

Not 


revenues 

Income 

plant 

Western t T nUm . 

11,000 


102,000 

RCA. 

2,240 

0) 

75,700 

ASC . 

3,010 

(8,330) 

27,600 

TotaL,. 

16,300 

(8.330) 

205.000 


«Not available. 


Source.—C oinmuniratloiv with company officials. 

105. The DSCs. at present, are offering 
the same “product” as the terrestrial mi¬ 
crowave carriers—point-to-point analog 
channels at voice grade and higher band- 
widths. Because the rate levels and rate 
structures of satellite and terrestrial mi¬ 
crowave carriers are quite different, 
these entities are focussing upon two 
different market sectors—long haul and 
medium to short haul—with some de¬ 
gree of overlap. 

106. The basic communications plant 
of a DSC consists of one or more com¬ 
munications satellites and associated 
earth stations. A typical satellite has 
12-24 transponders 4 ‘ each of which can 


< 4 A transponder is essentially a microwave 
radio relay which is located at an apparently 
stationary point in space. An earth station 
is essentially a microwave radio transmitter/ 
receiver. 
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carry either from 1000 to 2000 voice 
channels or one television channel or 50 
megabits of data. The terrestrial termi¬ 
nations of these channels can only oc¬ 
cur at the points where the earth sta¬ 
tions happen to be located. 

107. This unique method of setting up 
a communications path leads to two 
basic differences between satellite and 
terrestrial transmission. The cost of a 
satellite channel is not sensitive to the 
geographical separation between earth 
stations but is sensitive to channel den¬ 
sity. The costs of terrestrial microwave 
channels are not only sensitive to the 
channel density along a given route but 
are also sensitive to distance and, in¬ 
deed, the rate levels and rate structures 
of the terrestrial microwave carriers and 
the DSCs reflect these cost relation¬ 
ships. 43 This circumstance has resulted in 
a situation, given the tariffs currently 
flled by these entities, where the charges 
for a transcontinental circuit favor the 
DSC carriers, whereas the charges for 
distances up to 750 miles favor the ter¬ 
restrial microwave carrier. 

108. The fact that satellite circuits can 
only be terminated in earth station cities 
and the current costs of earth stations 
limit the extent to which the long haul 
economies of satellite circuits can be 
realized. When a subscriber is located at 
some distance from an earth station site 
the satellite circuit must be extended 
with terrestrial circuits. At the interme¬ 
diate distance range these extensions can 
change the cost equation in favor of the 
terrestrial microwave carrier. 

109. In the market for two-way voice 
and data circuits, the satellite and ter¬ 
restrial carrier vendors offer services 
which are largely complementary. In the 
television distribution market, the DSC 
offers a unique capability which cannot 
be approximated by the terrestrial micro- 
wave carrier. Since TV broadcasting is a 
one-way distribution process, a TV net¬ 
work requires comparatively few trans¬ 
mitting earth stations and other earth 
stations can be used only for receiving. 
Moreover, a single transmission can be 
received by all the receive earth stations 
within the United States. The number of 
TV circuit terminations achievable with 
a satellite system is therefore theoreti¬ 
cally limitless and is only a function of 
the number of installed earth stations. 

E. OTHER SECTORS OF THE DOMESTIC TELE¬ 
COMMUNICATIONS INDUSTRY 

110. Western Union is the sole pur¬ 
veyor of message telegraph service in the 
U.S. In addition to its monopoly tele¬ 
graph services (telegram message serv¬ 
ice, telegraphic money order service, 


45 At the present time DSC tariffs offer 
voice grade circuits only in the mileage 
band from approximately 750 to 2,600 miles. 
The single voice grade channel rates charged 
by the three DSCs are essentially Identical 
and coincide at the low end of the mUeage 
band ($500/mo.) and at the high end 
($1.000/ino.). See RCA Globcom Tariff FCC 
No. 98, W. U. Telegraph Co. Tariff FCC No. 
261, and American Satellite Corp. Tariff 
FCC No. 1. 


Mailgram, and Telex/TWX), Western 
Union also provides some private line and 
other services that are in competition 
with similar services of the rest of the 
telecommunications industry. As shown 
in Table n-I, in 1975 Western Union’s 
operating revenues were over $500 mil¬ 
lion and its grass plant was $1.58 billion. 
Although Western Union’s operating 
revenues have grown in recent years, the 
increases have been mainly the result of 
contributions from Mailgram, and even 
more recently, from satellite services (a 
discussion of Western Union’s domestic 
satellite service is included under the 
OCC section). Revenues from the tradi¬ 
tional Western Union service—telegram 
message—have continued to decline as 
they have for many years. Revenues from 
telegr aphic money orders and Telex/ 
TWX service have grown modestly over 
the past several years. 

111. International telephone service is 
provided principally by AT&T. The inter¬ 
national class of the telegraph sector is 
made up of six carriers—commonly 
known as the international record car¬ 
riers, or IRCs. As shown in Table II-l, 
both operating revenues and gross plant 
of the IRCs have almost quadrupled 
since 1960. The four major international 
record carriers are ITT World Communi¬ 
cations. Inc., RCA Global Communica¬ 
tions, Inc., TRT Telecommunications 
Corp.. and Western Union International, 
Inc. All of these carriers provide message, 
Telex, and private line record services, 
with the Teyex being the most important 
in terms of revenues, followed by the pri¬ 
vate line and message services. 

112. The only carriers of the private 
line microwave sector not included among 
the OCC category are the miscellaneous 
common carriers (MCCs). As seen from 
the data in Table II-l, the actual num¬ 
ber of these carriers has declined slightly 
in recent years, but operating revenues 
have almost doubled and gross plant has 
more than doubled. The miscellaneous 
common carriers are engaged primarily 
in providing, through the utilization of 
microwave facilities, television signals to 
cable television Anns and certain broad¬ 
cast stations. 

113. Public land mobile radio service, 
as shown in Table II-l is provided y 
telephone companies and other firms 
(commonly known as radio common car¬ 
riers or RCCs), which are in competition 
with the telephone companies. As men¬ 
tioned earlier, operating revenues of this 
sector have increased more than five 
times since 1960. Plant figures for this 
sector are not available on a historical 
basis, but as is shown, the net plant 
amounted to slightly more than $60 mil¬ 
lion in 1974 (the latest year available). 
The companies engaged in public land 
mobile radio service provide mobile 
radio/telephone service, paging services, 
rural radio services, and air/ground 
service. 

114. The international communications 
satellite carrier shown in Table II-l, is 
the Communications Satellite Corpora¬ 
tion (COMSAT). As seen in the table, 
COMSAT’s operating revenues and gross 
plant have grown significantly since 1965. 


The bulk of COMSAT’s revenues are de¬ 
rived from services it provides to US. 
communications common carriers. These 
carriers, in turn, provide communica¬ 
tions services to the public between the 
U.S. and foreign points and between the 
forty-eight contiguous U.S. states and 
certain offshore points. 

F. SUMMARY 

115. We have here set forth a basic 
overview and description of the struc¬ 
ture of the United States telecommuni¬ 
cations industry, with particular em¬ 
phasis on those sectors of the industry 
that are the principal concern of this 
report—the telephone companies, the 
interconnect companies, and the other 
common carriers. As shown in Table I, 
and previously discussed, the telephone 
sector, and particularly the Bell System, 
dominate the telecommunications indus¬ 
try in the United States. Not only does 
the telephone sector provide all of the 
monopoly local and toll telephone service 
in the United States, it also provides the 
bulk of all other telecommunications 
services to the nation. In 1975, almost 97 
percent of the operating revenues of the 
telecommunications industry was gen¬ 
erated by the telephone sector (81.5 per¬ 
cent by Bell), which also accounted for 
97 percent of the gross plant (78.8 per¬ 
cent by Bell). In contrast, the combined 
operating revenues of the interconect 
companies and the other common car¬ 
riers were about 0.5 percent of the total 
telecommunications industry’s revenues 
in 1975“ 

III. OVERALL ECONOMIC EFFECTS OF 

COMPETITION 

116. In evaluating the economic effects 
of compeitlon in the telecommunications 
industry, we first look at historical de¬ 
velopments since the introduction of 
competitive private line and terminal 
equipment suppliers in 1968-69. We shall 
also, in this section, examine those com¬ 
ments and studies which deal with 
alleged overall effects of competition in 
the future. Comments dealing in more 
detail with the individual effect of private 
line or terminal equipment competition 
are treated separately in subsequent 
parts of our report. 

A. HISTORICAL RESULTS 

117. The telephone company revenues 
lost to private line and interconnect com¬ 
petition to date have been clearly mini¬ 
mal or nonexistent. Table III-l and Fig¬ 
ures 1 and 2 below, a consolidation of 
data previously discussed, in part, in con¬ 
nection with the present industry struc¬ 
ture, illustrate telecommunications mar¬ 
ket developments in the competitive era 
since 1968-69. In a telecommunications 
market which produced $36.3 billion in 
annual revenues during 1975, the tele¬ 
phone industry received $35.1 billion, or 
about 97.0 percent of the total, while the 
competitive industry received $194 mil- 


44 Data on gross plant of the interconnect 
companies and other common carriers 
percent of total gross plant of the telecom¬ 
munications Industry are not available. 
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lion, or 0.5 percent of the total. Consider¬ 
ing only the private line and terminal 
equipment submarkets—the principal 
areas open to competition—the telephone 
industry received $4.1 billion or 95.5 per¬ 
cent, as compared with the $194 million 
or 4.5 percent received by the competi¬ 
tive industry. Furthermore, telephone in¬ 
dustry revenues from the competitive 
market area are and have been increas¬ 
ing each year—by $373 million, or almost 
twice the total annual revenues of the 
competitive industry, in 197wi alone. Dur¬ 
ing the 1969-74 period since “Carter- 
Tone.” the Bell System's annual revenues 
for terminal equipment alone have in¬ 
creased by $1,046 billion. Even the an¬ 
nual growth rate of telephone industry 
revenues for terminal equipment has 
been higher in the post-“Carterfone*' 
era—14.2 percent vs. 13.4 percent. 

118. The telephone industry contends 
that any revenues received by its com¬ 
petitors constitute a revenue loss to the 
industry, and uses this as a measure of 
economic impact. Such a concept of rev¬ 
enue loss and economic impact requires 
careful review. In any stationary com¬ 
petitive market, one or more entities 
must “lose” revenues to the successful 
competitor for a particular customer in 
this sense. Indeed, were this not so the 
market would not be “competitive." How¬ 
ever, all competitors can gain revenues in 
a growing market, and if the presence of 
competition increases total demand, all 
competitors may profit by the presence of 
competition. The issues of concern in this 
proceeding are whether any so-called 
“losses” are of sufficient magnitude to 
threaten the telephone industry's ability 
to cover its embedded costs of providing 
these services, or otherwise impact on the 
rates for other services such as local 
exchange. 

119. As indicated, telephone industry 
revenues for competitive services are in¬ 
creasing by substantial increments each 
year, despite the growing revenues of its 
competitors. Clearly, the overall market 
is expanding at a substantially faster 
Pace than are the competitive revenues, 
and the telephone industry is suffering 
no net loss in revenues to its competi¬ 
tors. Presumably, these increased rev¬ 
enues are covering botli the embedded 
costs and any additional costs required 
to serve the expanding market; other- 
*i$e, the telephone industry would be 
tmwise to expand its capacity to satisfy 
this demand, rather than leaving it to the 

competition. 

120. Looking to the immediate future, 
jt is readily apparent that the telephone 
maustry can suffer no net revenue loss 
aue to competition. In order to satisfy 


ih In Part 111 of our re P or t we find it likely 
isu terminal equipment competition has 
demand to such an extent that 
oth the telephone Industry and its compet- 
ilave realized net revenue Increases 
Inn i would n °t otherwise have occurred, 
anil ‘ aunua l Industry revenues are some 
b higher than they would have 

» haci tllcy continued at the pre-Carter- 
ahif p owth rate ' Nor would It be unreason- 
lh 10 a ‘* iiiUme *hat the additional usage of 
of ‘^ lworlc ^suiting from the larger volume 
has in2r nal equipment connected thereto 
In u ectly Produced additional Increases 
IPhone Industry revenues. 


all the growth in demand for competitive 
services—and thus arrest the telephone 
industry’s own growth in this area—the 
competitive industry would have needed 
to increase its 1974 revenues from $114 
million to $567 million—the sum of its 
actual revenues of $194 million and the 
telephone industry’s increase in competi¬ 
tive revenues or $373 million. (See Table 
III-l, Col. 3. below.) This it did not do. 
by a wide margin, and there is clearly 
little prospect that it can do so within 
the foreseeable future—and each year 
the differential increases. 1 ' Accordingly, 
one cannot foresee a time when telephone 
industry revenues for competitive serv¬ 
ices will cease to increase—much less 
either decline or disappear—due to com¬ 
petition. 

121. Revenue effects alone do not pro¬ 
vide the sole measure of economic im¬ 
pact—even if one could accept the valid¬ 
ity of the “revenue loss" concept. Any 
business allegedly lost by the telephone 
industry also involves costs which must- 
be deducted from any revenue loss figure 
to arrive at a meaningful measure of the 
net loss. 41 * As we find in our detailed 
analysis of the telephone industry studies 
filed for the proceeding, the carriers have 
not provided, in connection with their 
revenue loss claims, the cost data re¬ 
quired to determine the net economic 
effect of any business lost to its competi¬ 
tors. Indeed, we find substantial evidence 
that in some cases revenues for some 
competitive services such as PBX and 
KTS terminal equipment are not cover¬ 
ing their full costs. Further, as found in 
Docket No. 18128, Bell’s interstate private 


•* One could argue, of course, that the 
telephone Industry experienced a lower per¬ 
centage growth rate than did Its competitors 
In 1975, as a basic telephone Industry con¬ 
cern. It is indeed true that the $28 million 
revenue Increase (from $7.0 million to $35.0 
million) for the specialized carrier industry 
represents a very large percentage growth 
rate. It Is a well-known principle of mathe¬ 
matics that even moderate Increases on a 
small Initial base appear as large percentage 
increases. It Is also customary for start-up 
operations to exhibit high initial percentage 
growth rates. The firm with $1 million In 
revenues the first year, which receives $2 
million the following year, can be said to have 
growth by 100 percent (using revenues as a 
measure of size); but one certainly cannot 
expect the same firm to continue this 100 
percent growth rate, doubling its annual 
revenues In succeeding years to $4, 8. 16. 32. 
64 millions, etc. Likewise, one cannot expect 
the specialized carrier or terminal equip¬ 
ment industries to maintain their Initial 
growth rates. We consider this point further 
in our sections dealing with interconnect 
and private line competition Individually. 

*“One might argue, on an abstract basis, 
that such business losses could result in idle 
plant and capacity whose basic costs would 
remain. However, since the telephone In¬ 
dustry is experiencing annual increases In 
all market areas which substantially exceed 
the annual growth of their competitors, such 
arguments are Invalid In this factual situa¬ 
tion. These are “avoidable casts" to the tele¬ 
phone Industry: it need only refrain from 
making the additional investments and in¬ 
curring the additional expenses which would 
be required to satisfy this Increment of 
growth, rather than absorb the costs of any 
idle capacity or equipment. Also, most inter¬ 
city telephone plant can be used inter¬ 
changeably for most telephone company 
services. 


line services are underpriced and recipi¬ 
ents of subsidy from basic telephone 
users. Under such circumstances, any 
loss of such non-compensatory business 
to competitors would obviously benefit, 
rather than harm, the users of other 
services. 

122. However, even if the carriers were 
realizing a significant “profit” on these 
services, the net economic effect of any 
business diversion would be substantially 
less than the $194 million gross revenue 
figure. Typically, about 64 percent of the 
revenues collected for a common carrier 
service are required to cover operating 
expenses, about 17 percent for taxes, 
while the remaining 19 percent covers the 
return on investment or “profit".- 1 All 
these cost categories would normally be 
eliminated in the case of any business 
lost to competition. But the telephone 
industry contends, in effect, that the re¬ 
turn on investment for competitive serv¬ 
ices is in fact greater than normal—by 
some unspecified amount—resulting in 
an additional profit in excess of the cost 
of capital. To evaluate the significance of 
this claim, one might postulate that, as 
an upper bound, as much as one-half the 
19 percent return share from competitive 
sendees—i.e., about 10 percent of gross 
revenues from such services—represents 
such an “excess profit" beyond the nor¬ 
mal return on investment. Even in this 
hypothetical situation, the net effect of 
any loss of private line or terminal 
equipment business would be at most 
about $20 million (10 percent of $194 
million > or less than 0.06 percent of the 
telephone industry’s total annual reve¬ 
nues. Clearly, such a small increment— 
assuming it exists at all—could have had 
no discernible impact on basic telephone 
rates. 

123. Moreover, as we have noted, reve¬ 
nues alone are not the complete measure 
of the historical impact from competition 
or the sole measure of an industry’s long¬ 
term potential. One can also look to over¬ 
all profitability. Here too, telephone in¬ 
dustry results in recent years far over¬ 
shadow those of its competitors. During 
1975, according to AT&T’s annual report 
to shareholders. Bell System net income 
was $3.15 billion, providing a return on 
equity (“profit" to stockholders) of 9.83 
percent. For the independent (i.e., non- 
Bell ■ telephone industry, the cor¬ 
responding results were $747 million and 
9.0 percent resepetively. While composite 
data on the terminal equipment industry 
are not readily obtainable, comparable 
data for the private line competitors i in¬ 
cluding domestic satellites) were as fol¬ 
lows: $51.3 million in annual revenues. 
$120.8 million in annual expenses, for a 
net loss of $69.5 million, or approxi¬ 
mately 15 percent loss on net investment 
of some $400 million/* 3 


80 See Pinal Decision, Docket No. 18128. FCC 
76-886, the findings and conclusions of 
which are Incorporated herein by reference. 

Cl Public utility rates are generally designed 
to produce revenues sufficient to recover the 
expenses of providing service, Including a re¬ 
turn on capital investment ("profit") suffi¬ 
cient to attract necessary capital. The par¬ 
ticular levels cited here are typical of tele¬ 
phone industry operations as reported to the 
FCC. 

“Sources: FCC Form P and special carrier 
reports. 
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124. Financial reports of the telephone 
industry universally belie any competi¬ 
tive impact to date. The Bell System, 
GTE, CTC. and UTS, which comprise 
95 percent of the industry are financially 
sound and enjoying improved earnings. 
The common stock of these companies 
has for a considerable period been sell¬ 
ing above book value. Earnings per share 
of AT&T common stock during the first 
six months of 1976 were at an annual¬ 
ized level of $5.89 as compared with $5.04 
for the comparable period of one year 
earlier. Operating income in the first six 
months of 1976 showed an 18.1 percent 
increase over the first six months of 
1975/ 3 The GTE companies are doing 
well also. Net income from telephone 
operations in the second quarter of 1976 
was $100.2 million and in the correspond¬ 
ing 1975 period $89.7 million. Further¬ 
more, tiie annual growth rate in GTE net 
income ( telephone) from 1971 to 1975 
was 14.5 percent. Earnings per share 
rose 16.6 percent from the second quar¬ 
ter of 1975 to the corresponding quarter 
of 1976." 1 Net income of the Continental 
Telephone Company (CTC) was $13.6 
million in the second quarter of 1975 and 
$16.3 million in the second quarter of 
1976, a rise of 19.55 percent. Over the 
same periods, earnings per share of com¬ 
mon stock rose 17.65 percent. * In the case 
of the United Telecommunications Sys¬ 
tem (UTS) earnings in the second quar¬ 
ter of 1975 were $21.8 million and in the 
second quarter of 1976 $26.5 million. Be¬ 
tween these two periods earnings per 
share of common stock rose 20 percent/ 14 
Since Bell and the other systems cited to¬ 
gether account for more than 95 percent 
of the revenues in the telephone industry, 
we find it reasonable to conclude that the 
industry is in a healthy condition and we 
foresee no significant obstacles arising 
from competition to the continuance of 
this growth and prosperity. It follows 
that the telephone industry claims of 
dire financial consequences due to com¬ 
petition cannot be accepted as valid. 

125. Thus, the historical revenue, earn¬ 
ings and rate effect data set forth above, 
and the further data set forth in those 
sections of our report which deal indi¬ 
vidually with interconnect and private 
line competition, indicate no discernible 
adverse impact on telephone industry 
revenues and basic local telephone rates 
to date, and very little likelihood of any 
adverse impact in the foreseeable future. 


w Bell System. C.R. 51—No. 1, June 1976, as 
filed with the FCC. For the 3-month period 
ending August 31, 1976. AT&T earnings in¬ 
creased by 25 percent to $1.01 billion from 
the $810.2 million reported at the same 
time a year ago. For the 12-month period 
ended August 31. earnings rose 16 percent to 
$3.59 million, or $5 74 per share, from $3.10 
billion or $5.10 a share, the year before. Wall 
Street analysts expect full-year results to 
exceed the latest 12-mouth figure and fore¬ 
cast per share earnings of $5.88 to $6 for 1976. 
Wall Street Journal, September 16, 1976, p. 3. 

Moody’s Public Utilities, Vol. 48, and 
General Telephone & Electronics. Annual Re¬ 
port, 1975, p. 24. 

“ Moody’s Public Utilities. Vol. 48. 

"Ibid. 


Table TTT-1.— Telecomm unirat ion h influxtry Hi n tin tics 

IPoDar amounts in millions) 


P.»75 revenues Percent of total Increase <>v,r 
industry 1074 


1. Total industry....... 

Bell System.. 

Independent telcos. 

Competitive industries.... 

Other (telegraph, public land mobile). 

2. Telephone industry.. 

(a) Monopoly services..... 

Local exchange. 

Interstate toll (MT8, WATS).. 

Ini restate toll (MT8, WATS, private line).... 

Miscellaneous revenues.... 

(1>) Competitive services.... 

PBX and KT8. 

Interstate private lino... 

3. Competitive industry... 

Interconnect (PBX and KT3) *. 

Specialized carrier... 

Satellite carrier.. 


$30,313 

ioao 

♦3..S36 

20. .>81 

81.5 

2,8311 

5,500 

15.1 

786 

194 

.5 

80 

1,038 

2L9 

' 150 

35,081 

96.6 

3,60 | 

31,004 

85.4 

3233 

13.822 

38.1 

1,213 

9,176 

25.8 

1.074 

0,868 

18.8 

894 

1,138 

3.2 

03 

4,077 

11.2 

373 

3,060 

8.4 

gg 

1.017 

2.8 

77 

194 

.5 

60 

M3 

.4 

36 

35 

.1 

IX 

16 

(*) 

16 


* Estimate. 

1 Due to the diverse structure ami marketing arrangements (e.g., sale versus lease) of the independent terminal 
equipment industry, revenue data directly comparable to that of the telephone industry if? not readilv available. 
Tlio figures presented here consist of $130,200,000 in revenues which A.T. & T. contends ft would have received in 
1975, liad it provided all the terminal equipment actually provided by nontelco suppliers; plus our pro rata cst imai* 
of a comparable figure for tho independent telephone industry ($12,700,000). 

3 Negligent. 



and Intrastate, MTS and WATS) (8) Pell PLS 

(**) Total Competitive Market (9) IC »5 (rPXiKTS) t SCC’a 

(PLS t PBX 4 KTU) 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 

































NOTICES 


19233 



8. atast’s “contribution 1 * concept 

126. The telephone industry contends, 
however, that any revenues received by 
competitors—whether in satisfaction 
or existing or new demand—will have an 
adverse impact on the rates charged by 
me telephone industry for other services 
vL g V* Ioca * change service). This will 
result, according to industry claims, be- 
"JJJ? 6 the revenues they receive from 
ompetUive services make a “contribu- 
on above and beyond the direct costs 
i providing such services, which helps 
o support basic telephone services. We 
fa examine the general claims and 
. con cemin£ the “contribution” 
niJ**? section, although exam- 

01 S* 8 concept related separately 
intov SPeclfically specialized carrier and 
in ?J connec t competition will be treated 
hose sections of the report. 

bv T^ e prlnci Pal study relied upon 
nc telephone industry in support of 

i COnten tl° n that basic telephone serv- 
S are reci Pients of “contribution” from 


competitive services, is AT&T’s “Em¬ 
bedded Direct Cost Study”, (EDC). 
AT&T’s EDC study is the source of in¬ 
dustry claims that competition could 
cause as much as a 72 percent increase 
in residential telephone rates. Before we 
set forth our analysis of this study we 
note the quoted impact figure represents 
neither an actual nor a forecast result— 
it is entirely hypothetical. That is. the 
study merely postulates that if the Bell 
System were to lose all revenue contribu¬ 
tions from certain service categories— 
without assessing either the likelihood or 
even the mechanism through which such 
an event could occur—then the residen¬ 
tial rates would have to be increased by 
the stated amount in order to cover total 
costs (which the study further assumes 
would not be reduced concurrently with 
any loss of revenues). 

128. AT&T attempts in Bell Ex. No. 
1, its EDC study, to demonstrate that 
basic telephone services benefit from the 
revenues derived from private line serv¬ 


ices and terminal equipment leases such 
that basic telephone service rates are 
kept lower. 5 * We will briefly review gen¬ 
eral accounting and economics ap¬ 
proaches that are used to evaluate the 
revenue/cost relationship in a multi- 
product firm, as a basis for evaluating 
Bell’s EDC study which is an attempt to 
show current contributions. In order to 
determine whether the revenues received 
from each of several products or serv¬ 
ices provided by a single firm equal or 
exceed the cost of providing each serv¬ 
ice, one customarily identifies (to the 
maximum feasible extent) all the di¬ 
rect costs associated with each service, 
plus an appropriate share of any re¬ 
maining costs. What constitutes an “ap¬ 
propriate share” of such costs for each 
service is a subject of considerable de¬ 
bate. Such costs may be assigned on 
the basis of comparative volumes of serv¬ 
ice provided; initial causation; relative 
usage of common facilities and produc¬ 
tion factors; various marginal or incre¬ 
mental cost effects; comparative de¬ 
mand elasticities; etc. Some costs mav 
not be explicitly assigned to individual 
service or product lines, but may re¬ 
main as common or joint costs. What¬ 
ever the particular method of alloca¬ 
tion and assignment, however, certain 
basic facts must be considered. First, in 
the long run, all such costs must ulti¬ 
mately be covered by revenues from 
some source if the firm is to remain sol¬ 
vent. Second, each service norm^llv con¬ 
tributes in some manner and to some 
degree to such cost*, which woifid be low¬ 
ered bv the reduction or elimination of 
that service. And third, the nroner iden¬ 
tification, clarification, and assignment 
of both direct and “overhead” costs is 
essential to anv determination as to 
whether a service’s revenues are covering 
its pronerlv attributable costs—and cor¬ 
respond incrlv. whether u*ers of oth*r 
services provided bv the firm would 
either benefit or be harmed If it were to 
lose business in that service to competi¬ 
tor*. 

129. In its 1974 EDC study,** AT&T 
has assigned slightly more than h«lf of 


:: AT&T has submitted two upd tes of Its 
original Ex. No. 1 which was for the year 
1973: Ex. No. 1-A Is a 1974 EDC study and 
Ex. 1-B Is a 1975 EDC study. Bell claims the 
1974 and 1975 EDC studies corroborate Its 
original 1973 study. T+E prepared a detailed 
analysis of Bell's EDC Btudies which will be 
made avaUable at a later date. Basically, 
T+E finds that the general methodology 
and assumptions relied upon by Bell in Its 
EDC analysis, as Identified In our discus¬ 
sion, are Invalid. See T-fE Deliverable G, 
pp. 10-33. In addition, T-fE finds numerous 
deficiencies In the manner in which Bell 
develops Joint (access) costs, Joint (access) 
expenses, common costs and capacity costs, 
and identifies further problems with respect 
to Bell’s assignment of costs to the common 
category. 

“ Bell’s 1975 EDC study ts based upon the 
same methodology employed by Bell in its 
1973 and 1974 EDC studies. Our conclusions 
herein are therefore applicable to all three 
studies. The revenue and cost figures uti¬ 
lized by Bell, and the claimed results, in 
the respective studies vary insignificantly 
and thus 1974 figures provide an accurate 
picture of Bell’s claims. 
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its total operating costs among three 
broad categories of service, as indicated 
in the following table. The remaining 
costs, which Bell characterizes as either 
“joint” or "common” costs of production, 
have not been allocated or assigned to 
particular services or categories of serv¬ 
ice, according to any of the criteria pre¬ 
viously mentioned: 

| In millions of $) 


Service Category: Cost 

Local Telephone Service_ $3. 620 

Intrastate Service_ 7,610 

Interstate Service_ 2,930 


Total (57 pet.). 14,160 

Unassigned Costs: 

Joint Costs___ 6, 400 

Common Costs_ 4, 270 


Total Unassigned Costa (43 

pet.)_ 10,670 

Total costs (100 pet.)_ 24,830 


Having thus assigned only 57 percent of 
its total costs of operation to three major 
service categories, AT&T then proceeds 
to identify the total revenues for each of 
these categories, as follows: 

[In millions of S J 


Service Category: Revenues 

Local Telephone Service_ $8. 290 

Intrastate Service.. 10,440 

Interstate Service_ 6.100 


Total Revenues_ 24. 830 


Next AT&T subtracts the assigned costs 
for each service category from the total 
revenues from that category, producing 
a result which it terms a “contribution” 
toward the coverage of unassigned costs: 



Assigned 


Revenue 

Cost Contribution 

Local telephone service. 8,2u0 

1 ntraslato service. 10.440 

Interstate service.. 6,100 

3,620 

7,610 

2,930 

4,670 
2.830 
3,170 


Finally, AT&T postulates that if it were 
to lose all contributions from all services 
other than local telephone services, the 
rates for local telephone service would 
have to be increased by an average of 72 
percent to cover all unassigned costs.** 
This number is obtained by combining 
the figures identified as “contributions” 
from Interstate and Intrastate services 
($2,830 million-f $3,170 million) and 
dividing the result <$6,000 million) by 
the 1974 revenues from Local Telephone 
Service ($8,290 million). 

130. In the following analysis, we will 
examine the elementary logic of AT&T's 
“contribution” concept, as well as the 
various assumptions, data, and interpre¬ 
tations of the study. In particular, we 
will attempt to determine whether Bell's 
“contribution” concept provides any 
meaningful information concerning the 
existence or extent of any cross-subsidies 
among Bell’s monopoly and competitive 
service offerings, or the potential effects 


*• In its 1975 FDC study Bell postulates the 
percentage Increase to be 78 percent, Bell Ex. 
No. 1-B, p. 5. 


NOTICES 

of any competitive business losses on the 
rates for monopoly services. We will also 
examine the relevance of Bell’s selection 
of service categories and the assignment 
of costs thereto to the issue of competi¬ 
tive impact. AT&T’s definition, identifi¬ 
cation, and assignment of various cost 
elements will be reviewed for consistency 
and relevance. Finally, we will assess the 
logical foundations for and validity of 
AT&T’s final postulate regarding the 
potential loss of all contributions from 
other than Local Telephone Services, 
and the potential effects thereof on local 
telephone rates. 

131. Contribution . As noted, AT&T 
uses the term “contribution” to signify 
the amount by which the revenues for a 
particular service category exceed its as¬ 
signed costs. At the outset, one must 
question the fundamental logic and as¬ 
sumptions of the “contribution” concept. 
As we have noted, while certain expenses 
of operation in a multi-product or multi - 
service firm are frequently incurred as 
“joint” or “common” costs attributable 
to more than one service (e.g., land, 
buildings, management, sales, etc.), the 
fact remains that the overall level of 
such expenses is generally dependent on 
the quantity of each product or service 
supplied. 

132. According to some public utility 
ratemaking theories, such costs should be 
apportioned among all services on the 
basis of relative usage or business volume. 
Other theories hold that only the amount 
by which such costs would be reduced if a 
particular service were eliminated can be 
assigned to that service. At a minimum 
each service has a cause and effect re¬ 
sponsibility for some portion of any such 
joint and common costs.” 0 In failing to 
make any such assignment of these costs 
to particular service categories, AT&T’s 
“contribution” concept fails to provide 
any meaningful assessment as to whether 
the revenues from each category are cov¬ 
ering its properly attributable costs: 
Each service could, in fact, show a sub¬ 
stantial “contribution” even though 
none was covering its own costs and they 
were not collectively covering the firm’s 
total costs.® 1 In fact, if the revenues for 


•’ T-f E finds that basic service, under the 
Bell methodology and on a proportionate 
basis, made a greater “contribution” towards 
covering joint and common costs than other 
services. One would suppose that Just the 
opposite conclusion would pertain if Bell’s 
“contribution” concept had any validity, 
supra, n. 57. 

01 The U.S. Supreme Court recognized a 
solution to allocating common costs in the 
Minnesota Rate Cases. 30 U.S. 352 (1913), 
wherein It adopted the principle of alloca¬ 
tion on the basis of relative use. The 
principle was extended to telephony In Smith 
v. Illinois Dell, 282 U.S. 133, 154 (1930). Ac¬ 
cordingly. the NARUC-FCC Separations 
Manual. Part 67 of the Commission Rules, 47 
CFR Part 67. allocates revenue requirements 
between interstate and intrastate on the 
basis of direct assignment where possible, 
and on the basis of relative use otherwise. 
While there Is dispute over some of the rela¬ 
tively minor details of the formula, we are 
aware of no claims that the Separations 


each of the service categories In the EDC 
study covered just its assigned costs plus 
a small contribution, the total enterprise 
would operate at a 43 percent deficit, a 
“contribution” concept which permits 
such an unrealistic analytical result pro¬ 
vides no meaningful information con¬ 
cerning the effect which any loss of 
business in one service category would 
have on total costs, net income, or the 
rate and revenue requirements for other 
services. In short, one simply cannot de¬ 
termine through AT&T's “contribution” 
analysis whether loss of business in one 
service category would result in higher 
rates for other services (because the 
revenues for the former service had been 
exceeding its properly attributable 
costs); or lower rates for other services 
(because revenues from the lost business 
were failing to cover its properly attrib¬ 
utable costs). 02 

133. Service categories. In its study, 
AT&T has divided its total range of com¬ 
munications services into 3 broad cate¬ 
gories: Local Telephone Service. Inter¬ 
state Services, and Intrastate Services 
(other than basic exchange). Since the 
apparent objective of the study is to 
demonstrate that any loss of business or 
revenues in competitive markets could 
adversely impact local telephone service 
fates, one would expect that competitive 
service offerings would be clearly seg¬ 
mented from monopoly offerings for the 
purpose of such analysis. Tills AT&T has 
failed to do. The “Interstate” and “Intra¬ 
state” service categories used in this 
study each incorporate relatively small 
competitive markets together with vast 
monopoly markets, without separately 
identifying their respective costs, rev¬ 
enues, or “contributions.” The Inter¬ 
state market, as defined in this study, 
consists of the two long distance monop¬ 
oly telephone services (MTS and WATSt 
which together provided $9,176 billion 
in revenues in 1975; plus the interstate 
private line services, which accounted for 
only $1,017 billion in revenues. Similarly, 
the Intrastate market, as defined herein. 


Manual, and relative use methodology basic 
thereto, should be wholly abandoned or 
drastically changed. Further, modern ac¬ 
counting also allocates common costs by rela¬ 
tive use. When a modern management I* 
concerned as to whether a product or prod¬ 
uct line Is “paying its way”, it establishes 
a “profit .center” for thAt product line which 
Involves allocation of co6ts. Thus. Bell* 
failure to allocate Joint and common ccsts 
in the studies It provided for tins inquiry, 
thereby understating costs assoclau-d with 
particular services, is contrary to long- 
established principles and methodologies 
«■ Another Important flaw in Bell s avo¬ 
cation scheme Is that the subsidy flowing to 
intrastate services from interstate toll c 
separations, i.e., the indirect contrlbutioi, 
is neglected. The costs thus shown for station 
equipment appear to be those for the mis¬ 
state portion only. Thus, total 
revenue is compared to only 80 percent l 
average) of the cost. Clearly this eompai- 
Is misleading. Total revenue, ^terstate 
intrastate, should be compared with t 
costs. Interstate and intrastate. If total 
are not considered the result is invariably 
overstatement of contribution, if <my. 
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includes statewide long distance monop¬ 
oly telephone services (MTS and WATS), 
intrastate private line services (also a 
monopoly in most states). Yellow Pages, 
and a variety of miscellaneous monopoly 
services—in addition to the competitive 
terminal equipment market.* * 1 In 1975, 
the intrastate monopoly services provided 
$6,868 billion in revenues, while the com¬ 
petitive terminal equipment market pro¬ 
duced $3,060 billion. Thus, of the $20,121 
billion now in the combined Interstate 
and Intrastate markets, at most only 
$4,077 billion or 20 percent is potentially 
subject to competition 04 —and even tills 
overstates the competitive market in 
terms of real entry opportunities. Since 
80 percent of these two markets is there¬ 
fore protected from even the threat of 
competitive entry, it follows that no eval¬ 
uation of either the real or potential 
economic effect of competition can be 
made on the basis of this highly aggre¬ 
gated cost and revenue data. 

134. Cost definition and assignment. 
We have previously commented on 
AT&T’s failure to allocate and assign 
portions of general overhead costs to 
each service, based on the general in¬ 
crease in such costs occasioned by the 
offering of the service. There are, in addi¬ 
tion, several specific cost assignments 
which appear questionable. While the 
study lacks sufficient delineation of all 
cost items to permit any in-depth cri¬ 
tique, among those mentioned one must 
question whether the cost of the basic 
telephone instrument and customer line, 
traffic-insensitive local central office 
equipment, and spare switching capac¬ 
ity, properly fall within the unassigned 
cost category. Similarly, one must ques¬ 
tion whether all the unstated costs asso¬ 
ciated with the competitive markets (e.g., 
special sales and marketing efforts, spe¬ 
cial installation and maintenance teams, 
special research and development ex¬ 
penses, litigation and lobbying expenses, 
etc.) have been properly attributed to 
these services. Since the AT&T study is 
largely silent as to the delineation or 
justification of specific cost assignments, 
these must remain as unanswered— 
though significant—questions of fact. 04 

135. Hypothetical arguments. The pre¬ 
ceding observations challenge the valid¬ 
ity of the “contribution” concept, the de¬ 
lineation of service categories, and the 
identification and assignment of specific 
cost elements. But even if one firmly be¬ 


80 Thus, we are unable to focus our analysis 
la this section with specificity on alleged di¬ 
rect contributions to basic exchange services 
from vertical services such as PBX, KTS, etc. 
w Excluding any cross-elasticity effects. 

* Still another serious problem with the 
Bell study Is that It was done using claimed 
rate of return rather than an actual one. 
Since the claimed rate was In excess of the 
actual rate of return (In the study at hand), 
revenues were less than total costs. We dis¬ 
cuss this type of problem to some extent be- 
in the context of CTS's study done by 
Baer and Mitchell, but it was not significant 
J? study, wherein It was overwhelmed by 
«ie even more serious problem of the irre¬ 
concilability of the accounts. 


lieved in the methodology and data em¬ 
ployed in deriving the basic “contribu¬ 
tion” results, AT&T’s final hypothetical 
argument regarding the potential loss of 
all contributions from services other than 
local exchange appears to violate certain 
logical rules. As previously noted, one of 
these rules is that the relevant market 
(i.e., the market actually subject to com¬ 
petition) should be properly identified 
and distinguished from monopoly mar¬ 
kets as to both costs and revenues, before 
attmpting to postulate the effects of com¬ 
petition within that market. This AT&T 
has failed to do, leaving these small 
markets- instead aggregated with the 
monopoly Interstate and Intrastate tele¬ 
phone markets which are not subject to 
competition. One cannot, therefore, re¬ 
sponsibly postulate that competition 
could in any way result in the loss of all 
“contribution” from the Interstate and 
Intrastate service categories. 

136. Suppose, however, that AT&T had 
accurately identified the relevant market 
for a competitive impact analysis (i.e., 
the interstate private line and terminal 
equipment markets), as well as the rele¬ 
vant revenues and costs associated with 
these markets. The question would then 
be, through what mechanism could the 
event postulated—i.e.. the loss of all 
“contributions” from this market—actu¬ 
ally occur, and what would be the like¬ 
lihood of such an event? 

137. There are two basic means by 
which the loss of all “contributions” 
from a competitive market area could 
occur. First, AT&T could lose all the 
business to its competitiors. Given the 
history of competition to date, this out¬ 
come would seem highly unlikely. But 
even if one merely wishes to speculate 
about such an occurrence, it would have 
to be recognized that this would be ac¬ 
companied by substantial reductions in 
both assigned and unasslgned costs, 
which would largely offset any “contri¬ 
bution loss” as defined In this study. 
Alternatively, one could postulate that 
AT&T would be forced, in response to 
competition, to lower its rates to the 
point that revenues just covered assigned 
costs, as the means through which a total 
loss of “contribution” could occur. In¬ 
deed, this appears to be the approach 
AT&T has taken in the study. But since 
a substantial portion of the costs of pro¬ 
viding each service are hi the unassigned 
category, this is to say that AT&T, in 
order to respond to its competitors, 
would have to price substantially below 
the total costs of providing the service— 
by as much as 43 percent, on the aver¬ 
age ! While competitiors frequently claim 
they can provide certain equipment or 
services more efficiently than can AT&T, 
a 43 percent differential is hardly be¬ 
lievable, even in a hypothetical study— 
particularly since AT&T in arguing 
against competition steadfastly contends 
that, because of economies of scale, it 
is the low cost supplier, 

138. In light of the significant flaws in 
the fundamental logic, hypotheses, as¬ 
sumptions, data, and interpretations 
contained in Bell’s EDO study. Bell Ex. 


No. 1, we cannot accept as valid any of 
the conclusions or inferences Bell at¬ 
tempts to draw from its study regarding 
the economic effects of interconnect and 
private line competition. Thus, it pro¬ 
vides no valid basis for determining 
whether competition in interconnect 
and private line could—even on a hypo¬ 
thetical basis—affect basic telephone 
service rates. It follow's without further 
comment that it provides no insight to 
actual effects. 

C. USITA STUDY 

139. In support of its views concern¬ 
ing the potential economic impact of 
competition on the independent tele¬ 
phone industry, USITA has submitted a 
lengthy report prepared for it by a con¬ 
sulting firm. Systems Applications, Inc. 
(SAI). Using a data base consisting of 
current operating statistics from 29 se¬ 
lected independent telephone companies, 
in connection w’ith a variety of computer 
models developed for this study, SAI has 
attempted to project the possible impact 
of specialized carrier and interconnect 
operation on the future revenues and 
earnings of the independent telephone 
industry, as well as on local telephone 
rates, according to various assumed 
“scenarios” regarding future competitive 
developments and telephone industry 
responses. Based on its analysis of cur¬ 
rent operating data from the 29 selected 
companies. SAI concludes that compe¬ 
tition to date has had a minimal—if 
any—impact on either independent tele¬ 
phone industry revenues or on telephone 
rates. SAI also forecasts little impact 
within the near future. However, under 
what it terms its “base case” scenario, 
SAI projects that competition will re¬ 
sult in substantial revenue losses to the 
independent telephone industry begin¬ 
ning in 1979 and increasing through 
1985, the end of its forecast period. Spe¬ 
cifically, SAI projects 00 that the com¬ 
bined effect of competition from both 
the interconnect companies and other 
common carriers on the independent 
telephone industry will be a revenue di¬ 
version of $230.2 million in 1979. $410.6 
million in 1980. and $2,387 million in 
1985. These figures are in constant 1974 
dollars. The loss as a percent of the in¬ 
dependents’ projected revenue, under 
1973 market conditions, is 6.09, 10.08, 
and 41.33 In 1979, 1980 and 1985, respec¬ 
tively, according to SAI’s analysis. 


** In a letter to the Chief, Common Carrier 
Bureau, dated July 1. 1976 and submitted in 
the record. SAI asserts that It does not pre¬ 
dict results but contends that it only "pro¬ 
jects" economic effects of competition 
"through scenario analysis." By this we un¬ 
derstand SAI to be saying that while its 
conclusions are "projected" on certain as¬ 
sumptions, It cannot "predict" that these 
assumptions of the future will. In fact, occur. 
Such a posture is both understandable and 
proper since SAI's expertise is In general 
economic studies and it is, obviously, not 
privy to all of the decision making processes 
of the entire telephone Industry and regu¬ 
latory bodies. In evaluating the study it Is 
crucial to understand this point made by 
SAI. 
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140. While SAI has made a determined 
effort to quantify some of the more com¬ 
plex economic factors involved in tele¬ 
phone industry operations (e.g., inter¬ 
action of separations and competition), 
we find that its ultimate conclusions re¬ 
garding the long-term impact of com¬ 
petition rest upon faulty assumptions 
and analytic procedures. Accordingly, 
we cannot accept these results as any 
valid indication of such effects. 

141. Many of the key assumptions upon 
which SATs forecasts of future competi¬ 
tive impact rest are embodied in the in¬ 
ternal design of the computer program 
which SAI developed for this study, and 
would require detailed interrogation of 
the original computer program analyst 
to unearth. There are. however, several 
major assumptions stated in the SAI re¬ 
port which can be examined. In some in¬ 
stances, these stand alone as represent¬ 
ing only the “best judgment ,, of the SAI 
staff, with no further supporting 
rationale. In other cases, supporting 
arguments are presented which represent 
secondary assumptions requiring evalua¬ 
tion. 

142. Among the more critical assump¬ 
tions employed by SAI in its “base case” 
scenario are the following: 

That the specialized carrier industry will 
by 1985 capture 10% of the total long dis¬ 
tance communications (Including the MTS 
and WATS markets as well as the private line 
markets to which SCC competition is pres¬ 
ently limited); 

That OCC services will be so cross-elastic 
with MTS and WATS that MTS rates will be 
substantially reduced in order to retain its 
present market: 

That the present usage-dependent arrange¬ 
ments for allocating and assigning costs be¬ 
tween interstate and intrastate services (i.e.. 
Jurisdictional separations procedures) — 
which derive from a 1930 Supreme Court 
decision in “Smith v. Illinois Bell Telephone 
Company, supra,”—will be abandoned; 

That the selected sample of 29 independent 
telephone companies accurately represents 
the Independent telephone industry for pur¬ 
poses of long-range forecasts of economic 
impact; 

That the elasticity of demand for toll serv¬ 
ice is — .8, based on short run price elastic¬ 
ities, despite the fact that SATs study pro¬ 
jects 10 years into the future. 

143. We have reviewed these and other 
SAI assumptions in detail, as has our 
contractor (T+E). both independently 
and in consultation with the SAI study 


•* “Jurisdictional separations” refers to the 
process through which the property, reve¬ 
nues, and expenses of telephone industry 
operations are allocated between Interstate 
and Intrastate services. The Supreme Court 
established the principle in “Smith v. Illinois 
Bell Telephone Company” that such alloca¬ 
tions should be based on “actual” or “rela¬ 
tive” use. As a result, part of the cost of 
local exchange telephone facilities are allo¬ 
cated to interstate services, and part of the 
interstate revenues are returned to the local 
operating telephone company to cover such 
costs. SAI assumes, without Justification, that 
competition in the interstate private line 
market will cause this separations process to 
be abandoned, leaving the responsibility for 
covering all oosts of local exchange telephone 
facilities to the local exchange telephone 
service revenues. Supra, n. 60. 


team. Concerning the assumption of 10 
percent penetration of the total long dis¬ 
tance communications market and MTS 
rate reductions, SAI offers this only as 
its “expert opinion”. In a preliminary re¬ 
port in this proceeding, 69 we pointed out 
that this would require not merely one 
but a combination of several develop¬ 
ments, each of which seems virtually im¬ 
possible of achievement, namely: 

Reversal of the Commission's firm policy 
determination that specialized carriers will 
not be authorized to offer services which are 
directly competitive with MTS and WATS;** 

A compound growth rate for the specialized 
carrier industry of over 60 percent per year 
for the next 10 years, whereas the industry is 
presently experiencing great difficulty in ob¬ 
taining short-term financial resources so that 
it can reach a break-even posture. 70 

144. While we do not rule out the need 
for changes in some jurisdictional sep¬ 
arations procedures, we find no justifi¬ 
cation for SAI’s expectation that we 
would agree to a complete abandonment 
of the allocation procedures which were 
first developed in 1947 and revised sev¬ 
eral times thereafter. Changes of this 
type would violate “Smith v. Illinois Bell, 
supra.” In addition we would expect that 
any separations changes would increase 
rather than decrease as SAI anticipates, 
our recognition of the role of local facil¬ 
ities in the provision of interstate 
services. 

145. In regard to its sample of inde¬ 
pendent telephone companies, SAI states 
that it is based upon an informal survey 
technique. The methodology for the sur¬ 
vey is neither explained nor justified, nor 


Letter to Chairman, House Communica¬ 
tions Subcommittee, May 25, 1976 (Mimeo 
No. 65570). 

«MCI Telecommunications Corporation 
(Execunet), FCC 76-799 (released July 2. 
1975); FCC 76-622 (released July 13. 1976). 

70 In order to satisfy 10 percent of the pro¬ 
jected total toll market for 1985, e.g., 10 per¬ 
cent of $42 billion, the specialized carrier 
sector would have to reach a level of total 
investment in plant of approximately $13.4’ 
billion—based on general industry experience 
that $3.2 in investment is required to pro¬ 
duce $1 in annual revenues. The present net 
plant in service for the entire specialized 
common carrier sector (including satellite 
carriers) is at a level of about $400 million. 
To reach $13.4 billion by 1985 the specialized 
carriers would be required to invest capital, 
primarily from the debt market, at an aver¬ 
age rate of about $1.3 billion per year—a feat 
approaching the $2.5 billion debt financing 
of the entire Bell System in 1975. The pro¬ 
spective entry of new firms such as IBM and 
ITT into this market may bring additional 
resources; but there is nothing to indicate 
that the collective investments of this in¬ 
dustry either could or would be likely to 
approach the $1.3 billion annual level. 

The recent bankruptcy of Data Transmis¬ 
sion Company (Datran), a specialized com¬ 
mon carrier, points out the financial diffi¬ 
culties certain carriers have experienced. 
Other carriers in the field are Just reaching 
or have not yet reached the break-even point 
and many are continuing to suffer cash flow 
deficiencies. 

While we do not anticipate further failures 
of these carriers, there is no question that 
the specialized carrier Industry remains in 
the developmental stage. 


Is any support given for the assertion 
that the 29 companies surveyed are rep¬ 
resentative of the independent industry. 
We have no way of determining whether 
the sample is representative or whether 
the results are statistically valid. Since 
SATs projections of competitive effects 
to 1985 are based in large part upon this 
survey, we have no way of determining 
the validity of the study results. 

146. Finally, SAI’s elasticity figures are 
clearly too low. The use of short run 
elasticities for a ten year study is un¬ 
justified. We agree with our contractor, 
T-|-E, that use of a more realistic long 
run elasticity figure, even without adju t- 
ments to other unreasonable assump¬ 
tions, would reduce the projected OCC 
competitive impact by 50 percent. 

147. While any such elasticity studies 
are speculative in nature, they do serve 
to illustrate the critical nature of the 
demand elasticity assumptions. 71 De¬ 
mand or impact studies, and market 
penetration estimates, which do not con¬ 
sider the effect of demand elasticity (or 
which, like the SAI study, use arbitrary 
or unjustified numbers) are of limited 
value to our analysis of competitive 
impact. 

148. We shall examine these and other 
assumptions made in SAI’s report in 
greater detail in sections IV and V of this 
Report. As with our analysis of the as¬ 
sumptions discussed above, our examina¬ 
tion of SAI’s other assumptions leads us 
to conclude that this report is of little 
value in our determination of the impact 
of competition on the telecommunica¬ 
tions industry. 

IV. Interconnect Competition 
a. introduction 

149. In this section of our report, we 
consider the basic question of whether, 
and if so. to what extent interconnect 
competition has had, or will have, an ad¬ 
verse economic impact on the rates and 
availability of basic local telephone serv- 
ice. In particular, we are concerned with 
ascertaining the adverse economic im¬ 
pact of interconnect competition, if any. 
on the rates and availability of basic ex¬ 
change telephone service. We do not ad¬ 
dress issues raised herein which concern 
alleged technical harm to the public 
switched network from interconnect 
competition since such issues have been 
thoroughly covered in Docket No. 19528. 
Allegations of economic harm were also 
made in Docket No. 19528. Such allega¬ 
tions have been considered herein. 

150. Our findings and conclusions on 
the above question will be discussed in 
six basic sections. The bulk of our dis¬ 
cussion will be in Section B wherein we 


71 Among those variables, SAI found diffi¬ 
cult to estimate with confidence were, 
growth rates of demand for various vertical 
services, price elasticities of demand for "ba¬ 
sic exchange” services and for each type or 
terminal equipment, cross-elasticities among 
“basic exchange”, KTS and PBX services, in¬ 
creases in the use of Centrex and consequen 
reductions in PBX Installations, and techni- 
cal change in the central office. subscriD 
loop and terminals. 
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address the various “contribution loss” 
claims of the telephone industry and 
other respondents’ views. In particular, 
we describe and evaluate the individual 
•contribution loss” studies which were 
filed in this proceeding and discuss the 
importance of separations and usage 
sensitive pricing insofar as such meas¬ 
ures could neutralize undesirable effects 
of interconnect competition, if any. In 
Section C, and Appendix C, we set forth 
and evaluate the estimates of historical 
and projected terminal equipment mar¬ 
ket penetration given for interconnect 
companies. In Section D. we consider 
tlie subjects of innovation by intercon¬ 
nect and telephone companies and the 
extent to which public benefits have re¬ 
sulted therefrom. In Section E, we con¬ 
sider telephone company pricing re¬ 
sponses to interconnect competition. In 
Section P, we consider the issue of com¬ 
petitive impact on small independent tel¬ 
ephone companies. Finally, in Section G 
we briefly summarize our findings with 
respect to the overall economic impact 
of interconnect competition. We have 
relied extensively upon the T+E analy¬ 
sis in arriving at our findings and there¬ 
fore cite to T-fE findings where appro¬ 
priate. Throughout this part of our re¬ 
port, we attempt to identify particular 
subjects which should be addressed by 
the parties in the further stages of this 
inquiry. 

B. CONTRIBUTIONS AND INTERCONNECT 
COMPETITION 

151. As noted above, the telephone in¬ 
dustry respondents argue basically that 
business customers subsidize residential 
customers thereby keeping basic ex¬ 
change rates lower. For example, they 
claim that business vertical services 
(such as PBX, KTS, Centrex, etc.) 7 * pro¬ 
vide substantial revenue contributions or 
subsidies to basic local exchange service. 
Claims are also made by the telephone 
industry that other kinds of terminal 
equipment such as business or residential 
extensions provide such contributions. 
The industry alleges that interconnect 
competition has resulted, and will con¬ 
tinue to result in lost revenues and con¬ 
tributions thereby necessitating in¬ 
creased rates for basic local exchange 
subscribers. API, CBEMA, MCI, NATA. 
OTP, Phone-tele. SPCC and others chal¬ 
lenge the telephone industry claims. 
They argue generally that the revenue 
and contribution losses claimed by the 
telephone industry due to interconnect 
competition are either non-existent or 
exaggerated. Some of the non-telephone 
industry parties, especially MCI, while 
questioning the existence of the claimed 
contributions, argue that residential cus¬ 
tomers may actually be subsidizing busi¬ 
ness customers. Finally, OTP and SPCC 
contend that separations changes or 
usage sensitive pricing of exchange serv- 


Some studies treat Centrex CO as a basic 
exchange service. Despite the presence of the 
common equipment In a central office. Cen- 
rex co U as much a vertical sen* Ice as 
centrex CU. PBX and KTS services. 


ices could neutralize carrier revenue and 
contribution losses, if any, caused by in¬ 
terconnect competition. In this section 
of our report, we describe and evaluate 
the specific studies filed which purport 
to show current contributions from car¬ 
rier-provided terminal equipment, or 
which attempt to show contribution 
losses to date or projected contribution 
losses due to interconnect competition in 
the future. We also provide an overview 
and summary of the effect of intercon¬ 
nect competition on contributions, at¬ 
tempting to compare the various submis¬ 
sions and their import for basic local 
exchange ratepayers. Finally, we discuss 
the importance of separations and usage 
sensitive pricing and the extent to which 
they could have neutralizing effects on 
revenue and contribution losses, if any, 
due to interconnect competition. 

152. We note that most of the studies 
filed with us or examined by us were 
based on the following cost concepts: 
Embedded direct historical cost; direct 
current cost; or long run incremental 
cost. These costs are then generally com¬ 
pared with associated revenues to deter¬ 
mine contributions, if any. to basic local 
exchange service. We found in examin¬ 
ing the studies submitted it was not 
practical for us to change the basis of 
cost allocation in any study (we generally 
lacked the workpapers to do so) 7 * so we 
generally treat each on its own terms be¬ 
low, although we will point out internal 
inconsistencies where such exist. Further, 
many of the studies are not comparable 
and cannot be fully reconciled. However, 
to the extent possible, we have drawn 
relevant comparisons and conclusions. 

153. Finally, as stressed by T+E, it 
should be kept in mind there are two 
kinds of contribution which we discuss 
below. The so-called “direct contribu¬ 
tion” is that contribution which the tele¬ 
phone industry claims terminal equip¬ 
ment makes to basic local exchange serv¬ 
ices because such terminal equipment is 
allegedly priced above its associated 
costs. The other form of contribution is 
the “indirect contribution” or “interstate 
toll contribution,” which flows from the 
interstate jurisdiction to the intrastate 
jurisdiction and exists because of the 
manner in which terminal equipment 
costs are allocated between interstate 
and intrastate jurisdictions under sepa¬ 
rations procedures. All terminal equip¬ 
ment revenues generally go to intrastate 
under existing separations procedures, 
but some 20 percent of the terminal 
equipment costs are allocated to intcr- 


** A fundamental difficulty we had lu fully 
evaluating most of the studies submitted 
(especially the Bell. SAI, GTE. UTS and 
NARUC studies) was a lack of underlying 
documentation. Since the Issues involved are 
of critical importance to the telecommunica¬ 
tions industry we expected that respondents 
would document their positions and studies 
to the greatest extent possible. This was not 
done In most cases. In the further stages of 
this Inquiry we expect full documentation of 
all assumptions, conclusions, inferences, 
studies, etc. that are provided. 


stated Tills “indirect contribution,” gen¬ 
erally flows to basic local exchange or 
intrastate toll services. It exists, however, 
independently of the terminal equipment 
services, i.e.. the indirect contribution’s 
existence and amount are functions of 
the regulatory policy to subsidize basic 
and intrastate toll service. Howrever, as 
we find below, it may in fact subsidize the 
terminal equipment services themselves. 
We shall distinguish the two types of 
contributions where possible in our con¬ 
sideration of the individual studies. 

1. Contribution Studies —a. American 
Telephone and Telegraph Company 
fAT&T or Bell). 154. Having previously 
found the principal contribution study 
relied upon by Bell, Bell’s EDC study. Bell 
Ex. No. 1 ( 1-A, 1-B) invalid, we shall con¬ 
sider more limited studies submitted by 
Bell for the purpose of showing current 
contributions. AT&T presents three other 
embedded direct cost-type studies which 
purport to show current contributions by 
certain classes of terminal equipment or 
services. Bell‘s “Embedded Direct Cost 
Study-Extensions”, Bell Ex. Nos. 18 and 
18-A, are systemwide studies involving 
70 percent of all extensions. Trimline, 
Princess. Business 500, and Residence 500 
telephones are studied using an embedded 
cost methodology. Embedded investment 
includes the phone itself and the costs 
of installation. Capital costs, both re¬ 
turn on investment and taxes, as well as 
operating expenses, are included. Data 
are collected for calendar years 1973 and 
1974. Total claimed contributions from 
this study are approximately $100 million 
for each year. Bell claims the high per¬ 
centages of contribution are consistent 
with the Bell policy of having vertical 
services make contributions above their 
directly attributable costs so as to help 
cover the common and joint costs of the 
business. A detailed breakdown of unit 
and gross contributions is given in Table 
IV-1 below r . 

155. One problem we and T-f E had in 
scrutinizing the study, is that we were not 
provided with any underlying documen¬ 
tation.™ For example, in calculating test 


7 ‘ With the removal of telephone company- 
provided terminal equipment from service 
the portion of the associated costs which 
was assigned to the Interstate Jurisdiction 
by the separations formula can no longer be 
assigned there. Subsequently, when the divi¬ 
sion of revenues procedures are applied to 
the Interstate revenue pool, the "pay back" 
to the local operating company, i.e.. Inter¬ 
state toll contribution or indirect contribu¬ 
tions. will be reduced to the extent that 
separated expense and Investment disappear. 
This "lost” indirect contribution would thus 
manifest Itself in a higher Intrastate revenue 
requirement. This revenue requirement shift 
occurs in the Independent telephone industry 
through toll settlements procedures. See our 
discussion of Interconnection and separations 
below. 

~ We note, moreover, that the study did not 
include an allocation of common overhead 
costs to extensions, Beil Ex. No. 18. p. 3. As 
was the case with Bell’s Ex. No. 1, this could 
mean extension telephone costs are under¬ 
stated, overstating current contributions. If 
any. 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 








19238 

period revenues local company tariffs for 
each item were weighted by the number 
of each tariff item (recurring and non¬ 
recurring > as determined by local 
studies. 7 " Without documentation as to 
the representativeness and statistical 
validity of the local studies we do not 
know if the resulting weighted tariff rates 
provide an accurate picture of realized 
revenues. We also do not know if the 
costs considered were total costs or 
merely intrastate costs. Further it is not 
clear whether the claimed contributions 
include the interstate toll or indirect con¬ 
tribution. As noted previously, the con¬ 
sideration of only intrastate terminal 


NOTICES 

equipment costs, or the inclusion of the 
indirect contribution with claimed direct 
contributions, results invariably in an 
overstatement of contribution, if any. 
Moreover, there may be substantial dif¬ 
ferences in tariffs from state to state such 
that the systemwide revenues and con¬ 
tribution figures for extensions do not 
provide an accurate picture of current 
contributions, if any. in all cases. Accord¬ 
ingly, we cannot properly analyze and 
verify any conclusions or inferences from 
Bell’s extension study regarding the ex¬ 
tent of any contributions made by ex¬ 
tensions. 


Table IV—1.— Contributions from extension phones 1 
(Dollar amounts in millions] 




Extension type 


Item 

Keridcnci 
t rim line 


Residence 

princess 



1973 

1974 

1973 

1074 

Unit revenues.-._.. 

Direct unit costs..... 

$17.75 

$29.00 
$18.25 

$23.25 

$13.75 

$2175 
$1125 



Unit contribution... 

Contribution as a percent of direct costs. 

<5* 

P 

— it* 

m 75 

59 

$Jii. 50 

$9. 50 

69 

$10.50 

Total system contribution. . 

$23. Ml 

$15. SO 

$16.20 



Extension type 500 

• 


Business 


Residence 



1973 

1974 

1973 

1974 

Unit revenues.-. 

Direct unit costs. . . . 

$15.00 

$25.50 
$15.50 

$14. 25 

I1L 25 

$15.00 

$11.75 




Unit contribution.. $9.00 $10.00 $3.00 $3.^5 

Cunt rib.ulon as a percent of direct costs.-. 60 65 27 28 

Total system contribution. $22.10 $25.00 $52.70 $58.40 


1 The 1073 figures above are adjusted in Beil Ex. No. 18-A from wliat appeared originally in Ex. No. 18 due to 
admitted errors, resulting in an overstatement of weighted revenues and cwts in the original study. 

Source.—B eil Ex, Nos. 18, p. 2, and 18-A, p. 2. 


156. In Bell Ex. No. 53, Bell provides a 
Business Exchange Cost Study <BCS>. 
Acccording to Bell the purpose of its BCS 
study is to demonstrate the relationship 
between revenue and cost associated with 
provision of business exchange service as 
of December 1974. This study also uses an 
embedded direct cost type analysis and 
approximately 13 million main and 
“equivalent” main telephones are claimed 
to be represented in the study. Among 
other things, a random sample of 6,300 
exchange lines was selected for measure¬ 
ment to determine the casual responsi¬ 
bility for traffic sensitive investments and 
expenses of business/ 7 The claimed re¬ 
sults are given in Table IV-2 below: 


™ Bell Ex. No. 18. p. 4. 

:: Abseut underlying documentation, we 
have no way of verifying the representative¬ 
ness of the sample relied upon by Bell. In this 
connection, in 1975 there were 9,618.917 busi¬ 
ness main telephones In service indicting that 
Bell’s sample size is only 0.666 percent of the 
total number. Since Investments were allo¬ 
cated by exchange line usage, verification of 
the reliability and representativeness of the 
sample is critical. 


Table IV-2.— Contributions from business 
exchange services month of December 1974 
dislayed on an annualized basis 
[Millions of dollars] 

All 

business 

Millions 

of 

dollars 


Revenues- $3,035 

Direct costs of local calling-—1,415 


Contribution toward covering joint 

and common overhead costs- 1, 620 

Joint (access) costs_ 1,615 


Contribution toward covering com¬ 
mon overhead costs 1 _ 105 


J Does not reflect additional funds that flow 
(via separations) from the assignment of a 
portion of the Joint Costs to long distance 
services. 

Source: Bell Ex. No. 53, p. 3. 

157. No underlying documentation is 
provided to facilitate a comprehensive 
analysis of the claimed results. As was 
the case with other Bell studies provided 
herein, however, joint and common over¬ 
head costs were not allocated specifically 


to business exchange service, resulting 
necessarily in an understatement of bin; - 
ness exchange associated costs and over¬ 
statement of contribution, if any. Fur¬ 
ther. we also cannot determine the ex¬ 
tent to which claimed contributions are 
based upon an analysis of intrastate costs 
only. As noted earlier, this could result in 
an overstatement of contribution, if any. 
Moreover, we find that even if none of 
the common overhead costs were prop¬ 
erly allocated to business <i.e., no adver¬ 
tising expense for business, no supervi¬ 
sory expense, no legal expense, no reg¬ 
ulatory expense, etc.), the benefit or 
contribution to Bell’s 83.097.678 residen¬ 
tial customers would be non-existent 
according to other figures Bell has re¬ 
ported to the Commission/* Marketing 
Department expenses are 82.0? per 
month per telephone (or $9.84 per year 
per telephone). Since there were 31.373.- 
453 business telephones, marketing ex¬ 
penses attributable to business for such 
things as advertising, sales, etc., were 
$308,714,778, or about three times the 
amount claimed as the total contribution 
in Bell’s BCS study. Actually, other 
expenses such as accounting and law. 
should also be clearly attributable to 
business exchange service, and business 
telephones are greater than average 
beneficiaries of commercial and market¬ 
ing services. Thus, it appears that busi¬ 
ness telephones may actually fall short 
of paying for themselves by at least $200 
million. 7 '’ If business exchange rates were 
raised to cover this deficit, residential 
exchange rates could possibly be lowered 
by $2.45 per year or $0.21 per month. 
Further, as was the case wdth other Bell 
studies, systemwide results may not pro¬ 
vide an accurate picture of business ex¬ 
change contributions, if any, in all states. 
Accordingly, w r e cannot draw any infer¬ 
ences or conclusions from Bell’s BCS 
study regarding the extent to which con¬ 
tributions are made by business exchange 
service to residential exchange service. 

158. Bell also provides, utilizing an em¬ 
bedded direct cost type analysis, a 1975 
Residential Cost Study (RCS) in its Ex. 


n Figures used In this aspect of our dis¬ 
cussion are taken from Bell Monthly Report 
No. 6, Consolidated Report 63, December 1974. 
which Is on file with the Commission. 

^Approximately $308 million in advertis¬ 
ing and sales expenses attributable to busi¬ 
ness telephones, minus the $105 million 
claimed contribution from business exchange 
service, equals approximately $200 million. 
We note that the $105 million in claimed 
contributions toward covering common over¬ 
head costs is only 3.5 percent of total operat¬ 
ing revenues for business exchange service^ 
Assuming arguendo the $105 million figure » 
valid, such contribution figure is miniscule 
in the total contribution picture and bardiy 
supports Industry claims that business serv¬ 
ices provide substantial contributions t 
basic local telephone service including resi¬ 
dential exchange. 


FEDERAL REGISTER, VOL. 41, NO 216—MONDAY, NOVEMBER 8, 1976 









































NOTICES 


19239 


No. 54.^ According to Bell, the purpose of 
this study is to determine and illustrate 
the relationship between revenue and 
cost associated with the provision of resi¬ 
dential exchange telephone service. Bell 
claims that the study shows that resi¬ 
dential exchange telephone service reve¬ 
nues exceed all of their directly attribut¬ 
able local calling costs and are making a 
contribution. $2.75 billion, that is avail¬ 
able to help cover joint (access) costs, 1 
but that the remaining $4.62 billion re¬ 
quired to cover joint (access) costs are 
covered by contributions from other Bell 
services such as interstate and intrastate 
MTS. WATS, terminal equipment, exten¬ 
sions, etc. Additionally, it 1s claimed those 
other Mell services are priced to help 
cover all common corporate overhead 
costs as well. The claimed results are 
given in Table IV-3 below: 

Table IV-3. — /flU residential co*t *tudy 
Result*, month of December J97o Dis¬ 
played on annualized IhiMs, inrtudiny 
10,5% cost of capital 

l In millions of dollars] 


Revenues- >5. 620 

Direct costs of local calling- —3, 070 


Contribution toward covering 

Joint (access) costs- 2.750 

Joint (access) costs - —7,370 


Total -.. (4.620) 

Contribution required from other 

services _ 1 4. 620 


( ) Denotes negative amount. 

’ At 9%% rate of return this figure would 
be $4.14 billion. 

Source. — Bell Ex. No. 54. p. 4. 

Bell claims that if other sevricc cate¬ 
gories were restructured and repriced so 
as to cover all their directly attributable 
casts and, in addition, cover all common 
corporate overhead costs, but none of the 
joint costs, average monthly residential 
exchange service rates would have to be 
increased from $9.00 to $16.15 per main 
telephone or an average of about 79 per¬ 
cent, to meet the business’ overall reve¬ 
nue requirements.* 2 

159. A thorough analysis of Bell's 1975 
RCS study, filed July 12. 1976, has been 
completed by T+E and will be made 
available at a later date. Despite the 
absence of underlying documentation, we 
are able to make some important ob¬ 
servations about Bell’s 1975 RCS study. 
As with its other studies, especially its 
1974 EDC study discussed above, Bell fails 
to allocate any joint and common over¬ 
head costs to business services including 


This exhibit Is an update of the 1973 
Residential Cost Study attached to Bell Ex. 
No. 2. although there are differences. For ex- 
fcrople. the 1973 study covered only single 
party residential exchange service while the 
*675 study purports to include all residential 
exchange services as of November 1975. 

Bell classifies costs into three major cat¬ 
egories for its study: Station, access line and 
u^ge. The station and access line categories 
ar® combined to show Joint (access) costs 
, the usage category Is shown as direct 
•local calling) costs. Bell Ex. No. 54. p. 7. 

Bel1 Dc. No. 54. Table 1, p. 5. 


vertical services, thereby stating incor¬ 
rectly the costs and contributions, if any, 
for such services. We find several prob¬ 
lems also arise in regard to Bell’s isola¬ 
tion of residential exchange costs from 
the total exchange costs category. For 
example. T + E finds there is an obvious 
deficiency in Bell’s determination of cm- 
beddel investment for subscriber loops 
(assigned to the access line costs cate¬ 
gory). Subscriber loop investment is an 
average of all loops. Bell Ex. No. 54, p. 
9. which will include business loops as 
well (e.g., house cable found in count¬ 
less large commercial and industrial 
structuresi. thereby overstating the por¬ 
tion of loop investment attributable to 
residential subscribers. Bell’s assignment 
of traffic sensitive investment to residen¬ 
tial exchange is also questionable because 
the special traffic study upon which allo¬ 
cation was based was restricted to Elec¬ 
tronic and No. 5 Crossbar offices. Thus 
Bell derived no data from Bell central 
offices which were Step-by-Step. Panel, 
Manual and No. I Crossbar which ac¬ 
count for 56 percent of all Bell central 
offices.** 1 T + E also finds, as do we. prob¬ 
lems in isolating residential exchange 
costs from total exchange costs in reve¬ 
nue accounting expense, traffic operating 
expense, directory expense and service 
order and line test work expense. Finally, 
we have difficulty reconciling the 1975 
RCS Study with the comparable category 
in Bell Ex. No. 1-B. While the direct cost 
of local calling in the 1975 RCS Study is 
78 percent of the comparable category in 
Bell Ex. No. 1-B, we find that ipint (ac¬ 
cess) costs are higher, i.e., joint access 
costs in the 1975 RCS Study are 105 per¬ 
cent of joint access costs shown In Bell 
Ex. No. 1-B.** We find that discrepancy 
unexplainable even when we take into 
account the higher cost of capital util¬ 
ized by Bell in its 1975 RCS study + Ac¬ 
cordingly, again we cannot draw any 
conclusions of inferences from Bell’s 1975 
RCS study. As we noted above, we expect 
to have a more detailed analysis of Bell’s 
1975 RCS Study available in the near 
future. 

(In millions of 

1975 11175 

RCS K I>C 
i study study 


(1) Revenue. I5.S20 $8,950 

»2) Diiwt cost of local calling. 8,070 3,920 


c3) Contribution toward 

Joint (access) costs 
Ohio 1 minus line' 2) 2.750 5,030 

*4) Joint <nccoss) costs. . (7,376) (6, WO) 

(6) Total (lino 4 minus line 

:«).. <4.620) (l, 060) 


h FCC Statistics of Communications Com¬ 
mon Carriers. 1973. Table 15. p. 31. Items 
178-1-3. We also have no way of verifying the 
representativeness and thus validity of Bell's 
limited sample of 73.000 residence lines for 
only a two-week period, utilized by Bell in 
measuring traffic. 

-*We compare in pertinent respects Bell 
Ex. No. 54 (RC8 Study), p. 4. with Bell Ex. 
No. 1-B (1975 EDC Study), p. 6. as follows: 

*Bell Ex. No. 64 includes a 10.5 percent 
cost of capital whereas Bell Ex. No. l-B uses 
the realized rate of return. 


160. A final Bell study we consider is 
Bell Ex. No. 45. "The Impact of Compe¬ 
tition for Intercity Services and Termi¬ 
nal Equipment on Separations Assign¬ 
ments and Procedures." Although this 
exhibit relates to separations, and is 
treated in detail elsewhere." we discuss 
it briefly at this time because it is related 
to Bell’s position on interconnect compe¬ 
tition and contributions. The basic claim 
made by Bell in this exhibit is that "a 
significant factor in keeping basic local 
exchange rates low has been modifica¬ 
tions in the jurisdictional separations 
procedures.” ** We find there ts no evi¬ 
dence in the exhibit which shows that 
it is "only" or "primarily” basic ex¬ 
change, and not non-basic exchange in¬ 
trastate services such as message toll. 
PBX. KTS, etc. that are relieved of cost 
burdens by transfers of costs of local ex¬ 
change plant to interstate services via 
separations. Moreover, we find that the 
exhibits does not show the actual con¬ 
tributions above interstate costs made by 
interstate services. Further, we have dif¬ 
ficulty reconciling Bell Ex. No. 1-B to 
Bell Ex. No. 45. In Bell Ex. No. 1-B 
(1974 EDC Study), revenues for Bell sys¬ 
tem interstate services, omitting Long 
Lines, are given as $6,100 million, while 
in Bell Ex. No. 45 we are given $8,850 
million in revenues for interstate MTS 
and WATS for Bell and the independ¬ 
ents. It is possible that the difference rep¬ 
resents funds transferred to the inde¬ 
pendents as toll settlements, but exactly 
how the discrepancy is in fact allocated 
to the independents and/or Long Lines 
and to any other services is not clear. 

161. Bell also presents in Bell Ex. No. 
45 a set of appendices purporting to 
show contribution losses due solely to 
separations effects (i.e., indirect con¬ 
tribution losses) and terminal equip¬ 
ment competition under arbitrary per¬ 
centage assumptions relating to inter¬ 
connect market penetration (examined 
at 20, 40. 60. 80 and 100 percent pene¬ 
tration) and percentage contribution 
(rates are fixed to yield, alternatively, 
zero, 10 and 20 percent contributions). 
For example, assuming a total-com¬ 
petitive interconnect market penetration 
of 20 percent by 1984 the contribution 
loss (in terms of an increase in annual 
intrastate revenue requirements) would 
be $1,100 million (rates set at 0 contribu¬ 
tion). $1,250 million (rates set at 10 per¬ 
cent contribution) and $1,350 million 
(rates set at 20 percent contribution). 
respectively.' 4 ' T-f-E finds, and we agree 
that, the projections are of no value in 
assessing the competitive impact of in¬ 
terconnect competition via separations 
effects because the Bell assumptions un¬ 
derlying the projections are not sup¬ 
ported. For example, Bell assumes, with¬ 
out support, that <1) The observed 
historical interconnect, and alleged toll 
separations losses, will continue during 


Bell Ex. No. 45 Ls considered in some de¬ 
tail In the separations discussion in T )-E 
Deliverable P, pp. 45-118. 

< Bell Ex. No. 45, p. 6. 

Bell Ex. No. 45, Appendices D, E and F. 
Bell Ex. No. 45, Appendix P. 
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the 1974-1984 period at the same pace; 
< 2 > The percentage of exchange costs al¬ 
located to the interstate market is fixed, 
in particular, independent of intercon¬ 
nect market penetration: and (3) The 
substitution of customer for telephone 
company-provided equipment means 
complete loss of interstate revenues as¬ 
sociated with such equipment; equiva¬ 
lently. that interstate usage of customer- 
pi ovided equipment remains unallocated 
to the interstate market. These Bell as¬ 
sumptions ignore, among other things, 
the market stimulative effects of inter¬ 
connect competition and competitive re¬ 
sponses by carriers which are likely to 
offset any revenue or contribution diver¬ 
sion due to interconnect competition. As 
noted above. Bell Ex. No. 45 is considered 
in detail in the Appendix. T-f E Deliver¬ 
able F. 

b. United States Independent Tele¬ 
phone AssociatioJi iUSITA ). 162. The in¬ 
terconnection impact study done by SAI 
on behalf of USITA provides estimates 
of current contributions from specified 
vertical services and forecasts of future 
contribution losses for the same serv¬ 
ices. 1 * * The impact study encompasses 
PBX (Instruments and common equip¬ 
ment), KTS (instruments and common 
equipment). and business and residential 
extensions. Two types of losses are pur¬ 
portedly shown: <1> “Local contribu¬ 
tion’' (direct contribution) loss due to 
the fact that the current excess of rev¬ 
enues over costs of these vertical serv¬ 
ices (“contribution” to basic exchange 
services) 01 will decline as telephone com¬ 
pany shares in the terminal equipment 
market fall and as prices decline in re¬ 
sponse to interconnect competition, (2) 
“toll contribution” (indirect contribu¬ 
tion) loss due to the treatment of termi¬ 
nal equipment as a cost under current 
separations procedures. 01 The SAI Study 


99 USITA Comments, “Regulatory Policy 
Changes and the Future of the Independent 
Telephone Industry," SAI Study. See T-fE 
Reviews of Additional Submissions, May 25, 
1976. pp. 3-21. for a thorough appraisal of 
the deficiencies in the SAI Study of SCC and 
interconnect competition. 

* l For purposes of its analysis. SAI uses the 
classification of services as “basic exchange" 
or "vertical service." Recalling that primary 
regulatory concern is with the ultimate im¬ 
pact of selective competition on “basic ex¬ 
change" rates, as an income distributional 
matter and as a question of "universality" of 
service, T+E finds the classification of some 
of these services might be arguable. Among 
these are mobile telephones, and KTS and 
PBX trunks. In other words, unbundling of 
KTS and PBX Instruments from KTS and 
PBX trunks cdlild significantly affect the 
SAI analysis and results. See our discussion 
of unbundling in connection with the 
NYPSC Varma study, infra. 

93 Of importance here is the likelUiood that 
even very modest market growth stimula¬ 
tion by interconnection will neutralize fully 
the indirect contribution loss (toll contri¬ 
bution In SAI's terminology), if any, at¬ 
tributable to Interconnect competition. We 
note for every vertical service category for 
which SAI supplies contribution loss esti¬ 
mates the Indirect contribution loss is much 


is based on a sample of twenty-nine tele¬ 
phone companies. SAI presented its 
study results in terms of a specific “cost 
study” company, and in terms of an 
"averaged schedule company,” purport¬ 
ing to show its study results for the total 
independent company sample. 

163. SAI forecasts the economic im¬ 
pact of interconnect competition, ex¬ 
pressed as annual revenue losses in toll 
and local contribution to independent 
telephone company basic exchange serv¬ 
ices. as follows (in millions of constant 


1974 dollars): 


B<*i 

Faster 

Slower 

Year 

estimate 

intercownvl 

interconnoel 




penet ration 

197$ 

$7.7 

$7.7 

$7.7 

1980 

120. t 

179.8 

64.8 

1985 

295.6 

341.2 

164.6 

SorncF.* 

SAI study. 1 30. 




According to SAI’s best-estimate fore¬ 
casts, as early as 1980 the total inter¬ 
connect company induced annual contri¬ 
bution loss to exchange services will be 
18 percent of the revenues that would be 
denied the independent telephone com¬ 
panies from their four main vertical 
services (PBX. KTS. and business and 
residence extensions) under 1973 mar¬ 
ket conditions. By 1985 SAI projects this 
figure to about 31 percent. Cumulatively, 
SAI forecasts the exchange service con¬ 
tribution loss for the independents dur¬ 
ing the next decade in excess of $1.4 bil¬ 
lion. SAI claims this is a more than sig¬ 
nificant amount in the context of total 
independent revenues from all telephone 
operations, i.e., $4.6 billion in 1973. 

164. SAI’s best estimate forecasts of 
annual independent telephone company 
revenue losses in toll and local contribu¬ 
tions due to competition in four specific 
vertical njarket segments in which inter¬ 
connect companies have been and will 
continue to be especially active, accord¬ 
ing to SAI, are as follows (in millions of 
constant 1974 dollars): 


smaller than (on the order of 20 percent of) 
the alleged local (direct) contribution loss. 
Thus, if complete neutralization material¬ 
izes the estimated losses would fall by about 
20 percent. See T-f-E Deliverable F, pp. 95- 
118. 9 
® 3 We were unable to find an explanation 
or documentation of the procedures for pro¬ 
jecting losses for the independent telephone 
industry as a whole from the projections 
-based on the sample. The sample is admitted 
to be nonrandom, though claims for its rep¬ 
resentativeness are made. Nonetheless, it is 
worthwhile to bear in mind that no sta- 
tisical technique was used to generalize to 
the industry level. We note that an analysis 
of the companies in the study indicates that 
although 24 percent of the total telephones 
in the Independent industry are represented 
in the study, 59 percent of the total business 
telephones are represented. These relative 
proportions could cause an over estimate of 
the contribution loss (a large percentage of 
business customers indicates greater loss to 
residents at the assumed penetration levels 
if we also assume that business service sub¬ 
sidizes residential). 


Year 

PBX 

KTS 

Business 

Residem-* 




extension 

extension 

1D75... 

$4.1 

$2.2 

$4.5 

$1.0 

25.8 

1000... 

47.6 

34.4 

12.3 

1985.. r 

98.4 

78.7 

34.3 

84.2 

Source. 

—SAI study, 

1-30. 




165. SAI forecasts the total independ¬ 
ent annual contribution loss per resi¬ 
dence main and business main due to 
projected interconnect competition as 
follows (loss in constant 1974 dollars' 

Year Business main Residence ntniu 

1975. $0.6$ *0 31 

1980.. . 8.44 3.7! 

1985. 16.61 7.21 


Source.—SA! study. 11-33. 

166. If the base case forecasts of SAI 
were accurate, they would indicate a sub¬ 
stantial increase in per main station rates 
over the next decade as a result of inter¬ 
connect competition. 04 However, we can¬ 
not accept SAI forecasts of contribution 
losses as valid for a variety of reasons. 
Critical to the validity of the SAI deca¬ 
dal forecasts of contributions losses w r ere 
SAI’s assumptions regarding intercon¬ 
nect company market penetration and 
average annual growth rates for such 
penetration. For the reasons given by 
T-fE, as set forth in Appendix C belofr, 
where we consider SAI’s base case fore¬ 
casts of interconnect company market 
penetration for 1975, 1980, and 1984, we 
cannot accept SAI’s market penetration 
forecasts and annual growth rates. 
Basically. SAI’s forecasted growth rates 
and market penetration shares for in¬ 
terconnect companies were developed by 
using an informal survey technique, the 
reliability and validity of which SAI did 
not document. SAI also failed to take 
fully into account the market growth 
stimulation caused by interconnect 
competition. 

167. There are other serious defi¬ 
ciencies in the SAI study. The SAI ap¬ 
pears to have been done on a cash flow 
basis with allocation of common costs. 
However, the report does not indicate the 
methods used for the allocation of cost, 
nor the degree of conformity to the basic 
industry standard methodology 7 . Al¬ 
though it appears in the text that con¬ 
tribution was defined as the difference 
between revenue and cost, 1 * 0 we are un¬ 
certain. absent underlying documenta¬ 
tion showing all the underlying costs 
actually used, that such is the case. We 
also find that equipment costs and reve¬ 
nues are presented in a questionable 
manner with discounted present values 
of revenues and costs being converted 


** We note that the SAI study results shown 
for 1975 indicate that terminal equipment 
and private line competition have had no 
significant effect on telephone industry reve¬ 
nues or basic telephone rates to date. 
Study. 1-25 to 1-27. 

w SAI Study, Appendix, pp. A37, A40. 
«*SAI Study. Appendix, pp. A38. A56-5S. 
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mto an annuity/ 7 We do not believe 
there is a need to use such a procedure 
m order to calculate the contribution in 
a test year. To the extent that the pur- 
iK>se of the present worth calculation is 
to achieve a life cycle measure of con¬ 
tribution, the results differ with different 
discount rates. If the income stream is 
uneven, use of a low discount rate will 
overemphasize the larger of costs or reve¬ 
nues in distant years; if a high discount 
rate is chosen, it will overemphasize the 
larger of costs or revenues in the nearer 
future. If costs are greater than revenues 
at first and revenues greater than costs 
later in the life of the item of plant, a 
low rate of discount will show the in¬ 
vestment to be profitable in a present 
value calculation, while a high rate will 
show' it to be unprofitable/* The SAI 
methodology therefore appears to be 
subject to considerable uncertainty and 
possible manipulation. 

168. The SAI cash flow basis for anal¬ 
ysis is subject to question on other 
grounds as well. Under regulation, reve¬ 
nue requirements are generally deter¬ 
mined by analysis of historic embedded 
costs. Although, as SAI indicates, struct¬ 
ure of the Uniform System of Accounts 
for telephone companies (Part 31 of the 
PCC Rules) does not generally permit 
the analysis of the costs and investment 
in a particular service/ this is not really 
an insurmountable obstacle. The re¬ 
quired cost breakdowns are readily pre¬ 
pared from the parallel set of alloca¬ 
tions which are used for toll settlements 
and are based on the jurisdictional sep¬ 
arations analysis. The accounting for 
jurisdictional separations rests on the 
same foundation as the Uniform System 
of Accounts—the continuing property 
record. However, the allocations are by 
function, location and u§e rather than 
by type of expenditure, so analysis of 
the separations worksheets permits costs 
to be distributed by service. 

169. SAI defines local contribution (di¬ 
rect contribution) as “that portion of the 
contribution that’s independent of the 
settlements mechanism.” 100 However, 
none of the tables submitted by SAI, in 
fact, show local contribution separately 
from the interstate toll contribution (in¬ 
direct contribution). Utilizing sample 
data reported by SAI w’e have calcu¬ 
lated local contribution separately for 
business extensions/ 11 Lacking detailed 


97 SAI Study, Appendix, p. A55. 

" SAI Study, Appendix, p. A48. 

SAI Study, Appendix, p. A40. 

’ SAI Study, Appendix, A59- It also ap¬ 
pears that SAI may have used only the ver¬ 
tical equipment coets allocated to the intra¬ 
state market in its analysis. As noted In our 
analysis or Bell's EDC Study, such procedure 
cannot be accepted as valid. 

101 We question the validity of the invest¬ 
ment flgurcs utilized by SAI. The investment 
figures are mere projections by sample com- 
panies. rather than book figures, and are 
based, in part, upon the consideration of 
%, bat the company would do under a com¬ 
petitive atmosphere as opposed to what they 
do now. in other words, are we to suppose 


data we could not calculate local contri¬ 
bution separately for other business 
services such as PBX and KTS. SAI Ex¬ 
hibit A-4 shows for a “cost study” com¬ 
pany, a business extension to have an¬ 
nual local revenues of $22.94. Cash ex¬ 
penses are shown to be $13.80, ,nB return 
is shown at $2.55/* and depreciation is 
shown as $8.75/* giving a revenue re¬ 
quirement of $25.10, for business exten¬ 
sions. Therefore the local contribution 
for business extensions is negative to the 
amount of $2.16. For an “average sched¬ 
ule” company, the annual loqal revenues 
are also given as $22.94. :o& Cash expenses 
for the “average schedule” company are 
given as $14.64/'° return is $2.55 ,,y7 and 
depreciation is shown as $8.75. 1,4 Revenue 
requirements are thus $25.94 for the 
“average schedule” company, so local 
contribution from business extensions 
for the average schedule company is 
negative by $3.00. However, in SAI Table 
A-7, SAI shows positive contribution for 
business extensions of $9.33 and $10.14 in 
“cost study” and “average schedule” 
companies, respectively. 11 * We conclude 


» SAI study, appendix, exhibit A4, p. A72. 

* SAI study, appendix, tabic A7, i>. A71. 

1 Negative amount. 

• Not reported. 


costs suddenly change and become lower be¬ 
cause of competition? In particular, based 
upon our experience, the $14.22 figure given 
for Installation of a business extension at 
the same time as a main station seems inor¬ 
dinately low. For example, the NYPSC in¬ 
forms us that Mid-States Telephone Com¬ 
pany of New York, which was a sample SAI 
company, reports a capitalized figure of $68- 
$67 for such Installation and Rochester Tele¬ 
phone Company of New York, which was not 
sampled, reports a capitalized figure of $134. 
Absent documentation regarding SAIs sam¬ 
pling process and how it translated sampled 
data into specific Investment figures we can¬ 
not accept as valid any of SAI's investment 
figures. 

itc Neglecting interest expense ($1.32) 
which is included In the return component 
as well. 

lfl# It is reported as $7.10, but Just as only 
81.2 percent of the return component is used, 
It appears only 81.2 percent of the depreci¬ 
ation component Is used. 


lrom this analysis that SAI either found 
negative local contributions for busi¬ 
ness extensions, or that its methodology 
forced local contributions to zero artifi¬ 
cially. If our finding of negative local, 
contributions is typical of other busi¬ 
ness services, such as PBX. KTS and 
Centrex, the SAI contribution estimates 
which we reproduce as Table IV-4 below 
appear to be either incorrect or due en¬ 
tirely to interstate toll contribution. It 
is not appropriate to include such toll 
contribution as a subsidy from vertical 
services to basic local exchange service, 
because this toll contribution may also 
subsidize vertical services and its exist¬ 
ence is independent of such vertical 
services. Further, in light of findings be¬ 
low indicating negative direct contri¬ 
butions by vertical services (i.e., vertical 
services are recipients of subsidy rather 
than donors) in New York, Vermont and 
Massachusetts it is reasonable to con¬ 
clude that the business and vertical serv¬ 
ices studied by SAI might also be recipi¬ 
ents of subsidy. 


It Is reported as $7.10, but Just os only 
81.2 percent of the return component Is used, 
It appears only 81.2 percent of the deprecia¬ 
tion component Is used. 

lttJ The use of SAI of the same revenue 
figure for local revenues in both cases, "cost 
study** and "average schedule” companies, 
coupled with their use of some similar and 
some different cost figures, means that SAI 
conclusions are unreliable and cannot be 
accepted as valid. It is possible that local 
contribution may be positive for one group 
of companies, although for other companies 
it could be negative. Absent underlying doc¬ 
umentation we are unable to make this 
determination. 

M Reported as $15.96, less $1.32 in interest. 
iut Reported as $2.07, but corrected to show 
full 7.69 percent return on $33.18 investment. 

w Shown as $7.10, but adjusted upward 
to reflect omission of 28.8 percent. 

*** SAI Study, Appendix, p. A71 


Table IV-4. — Butt united annualized contribution at at'hicved rate of return for selected 
vertical service equipment categoric* 

I Pretax dollars per annum per unit of equipment) 


Local contribution 1 Total of local and toll 

contribution > 


Equipment category 

Cost study 
company 

Average 

schedule 

company 

Cost study 
company 

Average 

schedule 

company 

Business extension: 

Installed simultaneously with main station.. 

• 52.16 

>*3.00 

$0.33 

*10. 14 

Installed subsequently .— 

- («) 

<«> 

8.74 

‘.>.03 

);. sideiuv extension: 

Installed simultaneously with main station.. 

. (9 

© 

5.18 

5.69 

Installed subsequently. . 

. © 

to 

6.18 

5.78 

KTS: 

Instrument.. 

a 

(*) 


35.45 

Common equipment_ . — 

PBX: 

Instrument. 

o) 

(A 

.1.80 

11.14 

. (*> 

0) 

9.34 

10.18 

Common eoulnmcut: 

1 to 40 lines. 

. (•) 

VI 

656.70 

688. 93 

41 to 80 lines.. . .. 

. («> 

© 

896.94 

939.04 

HI to 99 lines..- 

. («) 


1,265.33 

1.368.25 

100 to 499 Hues. . . .. 

. c 

(« 

2,380.55 

2,552.85 

/>00 or more lines . 


W 

1,695.12 

1,846.49 
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It appears that SAI may be aware that 
local (direct) contribution is negative 
from vertical services, since SAI shows 
that the effect of interconnect competi¬ 
tion will be to initially reduce revenue 
requirements somewhat for basic serv¬ 
ices. and even more so for vertical busi¬ 
ness services. 11 * If indeed basic services 
were recipients of substantial subsidies 
from business vertical services (which 
SAI has not shown >. the effect of com¬ 
petition would be to increase basic serv¬ 
ice revenue requirements vis-a-vis ver¬ 
tical services rather than decrease. If 
interconnect companies capture the sub¬ 
sidized vertical service business, thereby 
removing the subsidization burden from 
basic service subscribers, the result could 
be basic local exchange rate decreases, 
rather than exchange rate increases, as 
result of interconnect competition. 

170. Also, for some unexplained reason, 
SAI considered Centrex-CO to be basic 
business service rather than vertical 
service. 1 ” Since other studies by Bell. 
NYPSC (Augstell Study), NYPSC 
(Varma Study), and CTC (Baer and 
Mitchell) all find Centrex (which they 
show to be a vertical service) to be un¬ 
derpriced. any subsidy or contribution 
SAI shows flowing to basic business serv¬ 
ice must be influenced by the subsidy or 
contribution probably flowing to 
Centrex. 

171. Prom data in the SAI Study, it is 
not possible to determine the amount of 
subsidy that users of basic local tele¬ 
phone services, including basic residen¬ 
tial exchange service, may be giving to 
business and vertical services, since as 
noted above, most of the detail is not 
reported. However, looking only at busi¬ 
ness extensions. SAI’s report involves 
some 1,777.000 business extensions in a 
sample of 16 telephone companies. 113 If, 
on the average, each extension was the 
recipient of $2.58 in subsidy, 1 ” total sub¬ 
sidy to business extensions is $4,584,660. 
If rates were raised for business exten¬ 
sions to eliminate this subsidy, it appears 
rates could be lowered for the 13,667,000 
residential main telephones in the 16 
sample companies by $.34 per year or 
$.03 per month. The potential for basic 
residential service rate reductions when 
such subsidization of any other business 


1,0 SAI Study, Figure 1-4, p. 1-26. After 1980 
SAI shows Increases In revenue requirements 
because they assume that in 1979 the separa¬ 
tions formula will be changed in a way that 
will have an especially harmful effect on 
smaller independents, and wUl especiaUy 
benefit AT&T. As explained elsewhere and 
by T+E, this assumption Is remote and leads 
to unrealistic and exaggerated results. 

111 SAI Study, p. 1-6. We also note that SAI 
considered Centrex-CU as vertical service 
although Centrex-CU and Centrex-CO serv¬ 
ices are identical except for the location of 
equipment, and are functionaly related to 
large PBXs. This Inconsistency adds further 
uncertainty to the SAI Study results. 

*** All figures cited in this para, are taken 
from SAI Study, Appendix, p. A65. 

,ia This figure Is the average of $2.16 and 
$3.00 (see Table IV-4 above), the contribu¬ 
tions for business extension telephones in¬ 
stalled at the same time as main telephones. 


services, such as vertical services, is elim¬ 
inated. is, of course, far greater. 

c. Continental Telephone Company 
(CTC). 172. CTO submitted a study by 
Walter S. Baer and Bridger M. Mitchell 
on the aggregate effects of competition 
upon CTC. The study purports to show 
the current contributions that various 
classes of business services, including 
vertical services, are making to residen¬ 
tial customers. The study also attempts 
to forecast future contribution losses due 
to interconnect competition. 114 

173. The methodology used is based 
on fully-distributed costs, i.e. t directly 
attributable costs plus allocations of 
non-traffic sensitive plant equally to 
each main station and for traffic sensi¬ 
tive plant by relative usage for each 
class. Reported costs include operating, 
overhead, taxes, and return on invest¬ 
ment (8.5 percent). Revenues are speci¬ 
fied for individual services, including toll 
settlements allocated by the same fac¬ 
tors as for costs. Contributions are cal¬ 
culated per main station and per cus¬ 
tomer as well as by gross amount in the 
case of vertical services. We note that 
the meaning of contribution here is quite 
different from Bell's, since joint and 
common costs have been allocated to 
particular services. Accounting data is 
system wide for the Summer and Fall of 
1974. Services include local exchange 
and toll (considered jointly) and vertical 
services, (considered individually and in 
the aggregate) for both residential and 
business customers. 114 The traffic study 
utilized for the fully distributed cost 
method was done on a statistical sample 
of 35 CTC exchanges. 

174. Table IV-5 below summarizes the 
annual contribution per main station 
for residential users and business users, 
and for basic service (local exchange and 
toll) and for vertical services claimed by 
CTC: 


Table IV-5. — Contributions per main 
station in the CTC system. 197 j 



Basic service 

Vertical 

All 


(local exchange 
plus toll) 

services 

services 

Residential user?. 

-S59 

+tt 

-IM 

Business users_ 

4-132 

+44 

+176 


Source.— CTC Comments, table 1, p. 13. 


CTC also presents the costs, revenues 
and contributions for local exchange and 
toll service collectively and vertical serv¬ 
ices, respectively, covering the following 
classes of customers: (a) Residential; 
(b) business other than KTS and PBX: 


u »We have considered CTC's study as It 
relates to SCC competition In Part V herein. 

1JS Since the principal concern of this in¬ 
quiry Is ascertaining the economic Impact. If 
any, of Interconnect competition on the rates 
and availability of basic local telephone serv¬ 
ice Including basic residential exchange serv¬ 
ice. CTC's aggregation of Intrastate toll 
revenues and costs with basic exchange reve¬ 
nues and costs In Its study makes It difficult 
to Isolate the precise Impact that Inter¬ 
connect competition had had, or will have, 
on local exchange service. 


(c) KTS; (d) small PBX; and (e) large 
PBX. :, “ According to CTC all classes of 
customers, except residential, local ex¬ 
change and toll service make contribu¬ 
tions. According to CTC residence exten¬ 
sions also make contributions. As a per¬ 
cent of revenue earned, the claimed con¬ 
tribution appear to be quite high. 54 per¬ 
cent. Residence and business extensions 
and vertical services are all associated 
with large percentage contributions, ap¬ 
proximately 50 percent, under the CTC 
results. Large PBX vertical services, 
however, are quite low in comparison, 12 
percent, and are even lower in compari¬ 
son to local exchange and toll contribu¬ 
tions. 40 percent. 

175. CTC also provides forecasts of fu¬ 
ture contribution losses from intercon¬ 
nection. Using the baseline case year of 
1980, CTC projects annual local ex¬ 
change rate increases of $5.16— $5.52 and 
$32.31 — $34.58 for residential and busi¬ 
ness customers, respectively, due to in¬ 
terconnect competition. 1 ” CTC assumes 
that the historically observed growth 
rates shown by its own services over the 
1971-1974 period will continue to 1980 
and that there will be no increase in 
competition. This includes projecting 
continued growth in the percentage of 
total revenue produced via toll settle¬ 
ments. We note that there are no asso¬ 
ciated costs for toll settlements, so that 
revenue losses and contribution losses 
are the same in this case. For the base¬ 
line case, vertical service investment is 
projected to grow at 12 percent for PBX 
and KTS and for between 15 to 18 per¬ 
cent for business and residential exten¬ 
sions. Changes in costs for the various 
scenarios associated with interconnec¬ 
tion competition xv> enter through the 
change in investment. For example, in 
Scenario II, the growth in vertical serv¬ 
ice investment is reduced from the 12 
percent in the baseline case to only 6 
percent. This change in investment be¬ 
tween the baseline case and Scenario II 
will be reflected In a cost difference be¬ 
tween them, thus affecting the contribu¬ 
tion losses. 1 ” CTC defines losses with 
respect to the baseline case and not with 
respect to CTC’s current business, nor 


lw See our Table IV-7 and discussion be¬ 
low where we set forth in detail and evaluate 
CTC's contribution estimates. 
n? CTC Comments. Tables 3 and 4. 
up ere considers 4 scenarios: Scenario I— 
Tariffs reduced to yield zero contribution for 
business extensions. KTS and PBX by 1980: 
Scenario II—business extension. KTS and 
PBX projected annual growth rate reduced 
by 50 percent; Scenario III—l oss of 10 per¬ 
cent of business extensions. KTS and PBX 
by 1980; and Scenario IV—loss of 25 percent 
by business extensions. KTS and PBX by 
1980. CTC considers Scenario II most likely. 
See CTC Comments, Baer and Mitchell Study. 
Table IV-5. p. 43. We note that the likeli¬ 
hood of any of these scenarios actually re¬ 
sulting Is not fully documented. For exam¬ 
ple, It does not appear that market stimula¬ 
tion by interconnect competition or tech¬ 
nological innovation by telephone companies 
were taken Into account In any of the sce¬ 
narios. 

iu. Comments. Table IV-5. 
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with respect to any loss in its current 
customer base. CTC’s projections are all 
based on growth added to CTC’s current 
customer base. The contribution losses 
are due to the difference in growth with 
no increase in competition and growth 
with intensified competition. For exam¬ 
ple. in 1980 annual contributions from 
vertical services under the baseline case 
are $34,612,000, compared to 1974 
claimed contributions of $12,168,000. 
Under Scenario II there is a loss of local 
contribution of $8,401,000 from the base¬ 
line contribution of $34 million in 1980. 
Therefore, under Scenario I. contribu¬ 
tions are listed as $26,211,000 in 1980. 

176. We find significant deficiencies in 
Baer and Mitchell’s reported results on 
behalf of CTC. Among other things, the 
reported results are internally inconsist¬ 
ent. and their statistical results lead to 
self contradictory conclusions. We were 
unable to resolve many of the contradic¬ 
tions we found, despite direct consulta¬ 
tions between our staff and the authors. 
For example, while attempting to test 
the validity of CTC’s current contribu¬ 
tion estimate, we could not reconcile 
CTC’s plant as shown by Baer and 
Mitchell with the corresponding amount 
shown in CTC’s Balance Sheet. Multiply¬ 
ing the investment per station or system 
by the number of stations or systems 
does not equal the plant investment 
shown in the company’s annual report as 
indicated in Table IV-6 below: 


Table IV-6. ('TC ihcettment, IU 7f 


('loss of 
customer 


Residence... 

Busline. 

Key system . 
Small PBX. 
Lar&tPBX.. 



Avemjr«* «jtrtwa) 


investment per 

Number oi 

customer (.linos. 

customcro 

oxO'iiskms ami 


common wiuip 


meat) 

<») 

tb) 

1,215,000 

8945 

152,200 

1,145 

13,500 

5,42H 

1,820 

28.110 

136 

171,403 


Total lnvetft- 


il. 148,175, WO 
174,260, 000 
73,201,500 
45,647,020 
23,323,048 


Total... 


1,464^606,468 


Sovrce.—CTC CoTmnn»t8, Dwr A Mitchell study, 

table 111 A. 

In its 1974 Annual Report to Share¬ 
holders, CTC reports $1,997,249,000 in 
gross telephone plant, or $1,651,319,000 
in net plant. 1 * This differs greatly from 
tlie total investment figure given by CTC 
in Table IV-6 above. The difference is 
too great to be rounding error, but yet 
appears too small to be jointly used cen¬ 
tral office plant. In any event, Baer spe¬ 
cifically states that costs are fully dis¬ 
tributed/" The difference also appears 
too large to be due to separations. If it 
is the result of CTC’s comparing total 
revenues with intrastate plant and ex- 
hense, a fundamental problem arises: 
Any analysis considering the subsidy 
irom interstate toll to other services 


*- CTC's Annual Report to Shareholders, 

1974. p. i2. 

Letter to Allen Buckalew of the FCC 
common Carrier Bureau staff. December 12, 

1975. p. l. 


should first deduct interstate toll ex¬ 
penses and return. We are unable to ver¬ 
ify that this has been done. There is also 
a conceptual problem, discussed below, in 
attributing to terminal equipment such 
as PBX and KTS a subsidy that actually 
comes from interstate toll service. 

177. Baer and Mitchell allocate ex¬ 
penses to various service classifications 
in proportion to the allocated plant. They 
use the overall ratio of expense to gross 
plant of 27.9 percent. It is unlikely that 
such a ratio applies equally to business 
and residential services <much less KTS 
and PBX services). According to CTC’s 
annual report to shareholders, telephone 
operating expenses in 1974 were $327,- 
722.000 and gross plant was $1,997,249,- 
000, ,la which implies that the average 
should be 16.4 percent of gross plant 
rather than 27.9 percent. Using the gross 
plant statistic quoted in Table IV-6 
above, the ratio of operating expenses 
< 327,722,000) to gross plant ($1,464,606,- 
468) should be 22.4 percent. We are un¬ 
able to explain the difference and there¬ 
fore verify the accuracy of the reported 
contribution estimates. 

178. There are other judgments, basic 
to the contribution lass estimates pre¬ 
sented, which render CTC’s reported re¬ 
sults questionable. According to Baer, 
plant is allocated to the various customer 
classes as follows: 

• • • JI Investment and overhead expenses 
| were | allocated among services according to 
relative use. r rhl» methodology was selected 
because It Is consistent with the separations 
principles presently used to divide toll rev¬ 
enues among independent telephone com¬ 
panies and the Bell System. Investment was 
then separated into traffic sensitive and non¬ 
traffic sensitive components; the traffic sensi¬ 
tive was allocated among customer classes 
according to relative usage measured in the 
Continental system, while nontrafflc sensitive 
plant was allocated equally among subscrib¬ 
ers (main stations). 15=1 

The foregoing represents a question¬ 
able methodology. The official formula 
for making jurisdictional separations al¬ 
locates non traffic sensitive plant accord¬ 
ing to relative use, as indicated in the 
first two sentences. While alternative al¬ 
locations have been proposed, the pro¬ 
posals are usually to allocate on the basis 
of some notion of causation or in propor¬ 
tion to allocated investment. In any 
event, the result appears to be a gross 
over-allocation to residence service of 
nontraffic sensitive plant and expense 
(which are generally a very large pro¬ 
portion of the total in smaller telephone 
companies, such as those in the CTC sys¬ 
tem >. Accordingly, we believe it likely 
that CTC has overestimated the resi¬ 
dential investment and expense and un¬ 
derestimated business revenue and ex¬ 
pense with a resultant overestimate of 
contribution flowing to residence. 1 * 4 


CTC's Annual Report to Shareholders. 
1974. pp. 11-12. 

** Letter to AUen Buckalew of FCC Com¬ 
mon Carrier Bureau Staff. December 12, 1975, 

p. 1. 

«*• Note that none of this argument depends 
on Improved allocation of costs between 


179. Another significant defect we find 
in the Baer and Mitchell analysis in¬ 
volved their traffic study, which was the 
basis for determining usage. We believe 
they properly used relative busy-hour 
usage per main station or trunk for local 
service. However, the toll service usage 
is determined for a 24-hour period. Obvi¬ 
ously, relative busy-hour usage is appro¬ 
priate for toll as well as local service. The 
idea behind allocating plant on the basis 
of busy-hour usage for local service is 
the fact that the plant is designed to 
handle traffic at the busy-hour and one 
would like to charge the costs of the peak 
hour traffic to the customers that cause 
it. The same is true of toll service and 
therefore a 24-hour period masks the 
true usage and the costs of providing 
service. Thus, contribution loss estimates 
may be overstated due to an understate¬ 
ment of costs. 

180. In its Table 111-6/“ Baer and 
Mitchell present the combined costs, rev¬ 
enues. and contributions by class of cus¬ 
tomers. This CTC table shows that every 
class except residence provides contribu¬ 
tion, with these amounts ranging from 
$101 annually (from business basic serv¬ 
ice) to $12, 243 (from a large PBX). The 
combined contribution analysis presents 
serious difficulties. For one thing, the 
amount of contribution allegedly needed 
to “support” residential subscribers is 
equal to approximately $68 million (cal¬ 
culated by multiplying 1,215,000 resi¬ 
dence customers by an alleged $56 con¬ 
tribution loss per customer). However, 
the amount of alleged contribution fur¬ 
nished under CTC’s baseline case to resi¬ 
dence from business, KTS and PBX cus¬ 
tomers equals only $34 million /In other 
words, under an 8.5 percent rate of return 
residents still need $34 million in contri¬ 
bution. The authors state that this can 
be reconciled because CTC earned less 
than an 8.5 percent rate of return and 
that directory advertising also provides 
support to residents. In 1974 CTC had a 
net operating income of $119 million «in¬ 
cluding directory advertising revenues* 
and telephone property of $1,561 million, 
so the rate of return would equal approx¬ 
imately 7.2 percent. If, as the authors 
state, the $34 million required is due to 
not making a 8.5 percent rate of return, 
then adding $34 million to net operating 
income should equal about 8.5 percent.. 
However, it does not: increasing net 
operating income by $34 million would 
give a rate of return of 9.3 percent. This 
circumstance may be related to the other 
unreconcilable discrepancies between 
Baer and Mitchell’s results and those re¬ 
ported In CTC’s annual report. 

181. According to CTC, the annual 
contribution levels in millions of 1974 
dollars are shown in Table JV -7 below 
column I; 


residence and business. Our argument above 
Is based solely on Baer and MitcheU’s ap¬ 
parent departure from accepted allocation 
methods as used in or advocated by the tele¬ 
phone Industry. 

^CTC Comments, Baer and Mitchell 
Study, p. 33. 

see our Tables IV-0 and IV-7 for figuro* 
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Ta&lk IV-7. — CTC contribution levels (tin'/) 
[Dollars per customer, main .station line or trank] 




Extensions and common equipment and extensions 

Main station 
line or trank « 

With 

settlements 5 

Without 
settlements * 

Contribution 
from eqnipment 
after 

unbundling 1 

(1) 


(2) 

(3) 

• (1) 

lt»*identinl.. . 

Business....._ 

Key system.. 

Small PBX. 

Large PBX. 

($50) 

ol 

208 

5M 

oou 

SO. 77 • 
16.07 
271.00 

i.oo&oi) 

o. 302.00 

$6* 85 . 
11.55 . 
128.00 
(365.00) 
(13,008.00) 

($11) 
(578) 
<14* 170) 

» CTC Comments, Baer A Mitchell, table 1-1, p. 4. 

* CTC Comments, Baer A Mitchell, table 1-1, p. 31. 

1 CTC Comments, Baer A Mitchell, pp. 31, 33, modified on our worksheet,*. 


Assuming the validity of the figures re¬ 
ported. it is clear from Table IV-7 above 
that business main stations are provid¬ 
ing insignificant amounts of contribu¬ 
tion. The picture with respect to vertical 
services is not so clear. According to the 
authors, “total toll settlements” (indirect 
contributions) were distributed among 
customer classes in the main station 
analysis. However, in the station equip¬ 
ment and vertical service analysis, CTC 
again included a toll settlements com¬ 
ponent. We report CTC's results both 
ways: In Table IV-7, column 2 includes 
toll settlements, and column 3 excludes 
them. It is clear from Table IV-7 that 
non-PBX-KTS business vertical services 
provide little contribution, even by the 
carriers’ estimates. The result in column 
3. however, shows that the alleged con¬ 
tribution from PBXs may not exist. In¬ 
deed, if CTC did double count the toll 
settlements component of contribution, 
i.e., indirect contribution, as Baer and 
Mitchell appear to state in their text, 
when this possible double counting is re¬ 
moved. PBXs appear to be the recipient 
of subsidy (col. 3 of Table IV-7). 

182. As noted above, there is no way 
we can verify any interpretations of this 
study since the revenue, expense and in¬ 
vestment data in CTC’s submission in 
this docket all disagree with those given 
by CTC in its other published reports. 
We cannot even be certain of the amount 
of the interstate toll subsidy, since it 
does not appear that Baer and Mitchell 
deducted toll expenses from toll revenues. 

183. However, even if Baer and Mitch¬ 
ell did manage to avoid double counting 


toll settlements, there is a serious ques¬ 
tion of how to interpret their results. The 
most that Baer and Mitchell have shown 
is that in CTC there is a large overall 
subsidy from interstate toll service i.e., 
indirect contribution. The mechanism 
for this subsidy is of course, the revenue 
transfers effected by the separations 
formula. It appears from Baer and 
Mitchell’s results, as we analyze them in 
column 3 of Table IV-7 above, that the 
principal beneficiaries of this subsidy, 
on a per line basis, may be PBX cus¬ 
tomers. 

184. In view of the purpose of this 
inquiry, it is important to examine the 
effects of “unbundling” on the results. 
OneTffect of widespread interconnection 
of customer equipment could be the re¬ 
statement of tariffs for access lines and 
equipment, so that the charge for the 
access line remains fully compensatory 
even if the customer provides his own 
equipment. Table IV-7 above, Column 4, 
restates the contribution from ITS and 
PBX common control equipment and ex¬ 
tensions by deducting both the PBX 
trunk charge and the toll settlement 
amount. 1 ' Note that the trunk charge 
deducted was not a compensatory, un¬ 
bundled trunk charge, but the present 
charge which was established under the 
assumption that station equipment 
would be provided as well. We con¬ 
clude from this analysis that terminal 
equipment for business sendees other 


We noted a similar deficiency In the SAI 
study, supra, n. 90. 


than the basic service may have been 
underpriced substantially. Moreover, 
residential service does not appear to 
be the recipient of any substantial 
amount of subsidy from business station 
equipment in the CTC System. 

185. If PBXs paid their full costs from 
local revenue, leaving the full toll con¬ 
tribution to be allocated to CTC’s resi¬ 
dential subscribers, it appears that resi¬ 
dential rates could be lowered signifi¬ 
cantly. If the 1,620 small PBXs paid their 
full way instead of receiving $365.00 back 
in annual toll contribution, and if the 
136 large PBXs paid their full way in¬ 
stead of receiving $13,908.00 each in an¬ 
nual toll contribution, there would be 
$2,482,788 in additional toll contribution 
for residential exchange customers. ^ 
Thus, residential bills for basic sendee 
could possibly be lowered by $2.04 each 
year for every one of the CTC’s 1,215.000 
residential customers or $0.17 per 
month. 1 w 

186. With unbundling, so that the con¬ 
tribution from toll service to the line 
charges would not be required, residen¬ 
tial rates could be lowered even more. 
The 13,500 KTSs. 1,620 small PBXs, and 
136 large PBXs would no longer absorb 
$11,578 or $14,179 each in toll contribu¬ 
tion annually, releasing $3,013,204 in toD 
contribution that they are not absorb- 
ing. ,i ’ Thus basic residential rates could 
be lowered by $2.48 per customer annu¬ 
ally, or $0.21 per customer every month. 
This result is consistent with our other 
findings herein that vertical services in 
New York, Vermont, Massachusetts and 
probably California are likely to be re¬ 
cipients of subsidy from basic telephone 
service including basic residential ex¬ 
change service. 

d. General Telephone and Electronics 
(GTE). 187. GTE presents its estimates 
of current contributions from vertical 
services to local exchange service which 
are reported in Table IV-8 below: 


12 * See CTC Comments, Baer & Mitchell, p 
31. and our Table IV-7 above for the cited 
figures. 

129 See CTC Comments. Baer & Mitchell, 
p 33. 

See CTC Comments. Baer Sc Mitchell, p 
31, and our Table IV-7 above for the cited 
figures. 

m We note that “basic residential service' 
in CTC's terminology includes both intra¬ 
state exchange and toll service. 
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Table IV-8. —Vertical service contributions, 10**$ 



Population 

Trunk/station 
average slxo 

Unit 

contribution 

Total 

(million#) 

Residence extension.. 

2,844,000 

813,000 

8,857 
4,219 
3.644 
52,250 

1/1 

l/l 

3.5/25 

5.5/55 

8.5/123 

38 

$8.52 
17.85 
1,555.04 
2,730.43 
7,898.74 
439.94 

$24.2 

14.3 

13.8 

11.5 

on a 

Business extension. . 

Small PBX (40 lines or less). 

Medium PBX (41 to 80 lines). 

Large PBX (SO line* or more)_ 

KTS.... 

1 

23.0 

Source.— OTE Comments, attachment 1, 

p. 3 and app. 1-A 

, p.e. 




For the same services GTE presents a 
series of contribution loss projections to 
1984. Costs are proportionately based on 
direct costs and both costs and tariff 
rates are held constant in 1974 dollars, 
except when an inflation rate of 7 per¬ 
cent is applied.*" The impact of inter¬ 
connect competition in the period 1975- 
1984 is studied under five scenarios (PBX 
penetration is assumed to be 10 percent 
higher than the figures listed below): 
(1) no change in telephone company 
rates, low market penetration (15 per¬ 
cent) ; (2) no change in telephone com¬ 
pany rates, medium market penetration 
(25 percent); (3) no change in telephone 
company rates, high market penetration 
<50 percent); (4) price at cost and 90 
percent market retention by telephone 
company; and (5) price at cost plus 
connecting arrangements and 90 percent 
retention by telephone company. The 
GTE estimates are presented in Table 
IV-9 below: 

Table TV- 9. — Annual contribution tons 


fin million.* of dollars] 



1075 

1984 

Cumulative 

Scenario 1. 

1.9 

31.3 

172.7 

Scenario 2. 

3.0 

43.8 

239.8 

Scenario 3. 

5.8 

73.7 

397.1 

Scenario 4... 

72.2 

85.8 

786.0 

Scenario 5.. 

58.4 

m. 1 

824.8 


Soukce.— UTE comment*, app. I-A, p. 10. 


188. No underlying documentation is 
provided by GTE. Although a directly at¬ 
tributable cost methodology is used, the 
included costs and revenues separately 
stated are not provided. Toll settlements 
appear to be included in revenues but 
the precise method is left unspecified. 
Therefore, w r e cannot determine how 
much of the total alleged contribution 
from vertical services is attributable to 
the separations mechanism. The impor¬ 
tance of making this determination was 
pointed out earlier in our discussions of 
the SAI and CTC studies. Moreover, in 
discussing the incidence of vertical serv¬ 
ice contributions GTE states that, “We 
believe local exchange service is the pri¬ 
mary beneficiary.** (Emphasis added) 11 * 
This GTE statement, for which no evi¬ 
dentiary support is offered, appears to 
contradict the reported results of its con¬ 
tribution analysis and seems t$ indicate 
that other intrastate ratepayers, such as 


“However, we are not told when the In¬ 
flation rate Is applied. 

“•GTE Comments , 1-A, p. 3. 


toll users, might be receiving contribu¬ 
tions rather than local exchange users. 

189. GTE also indicates that the cost 
and revenue data used in its analysis is 
based on information collected from a 
sample of GTE telephone companies. 
Without documentation regarding this 
sample of telephone companies, we can¬ 
not determine if the sample is represent¬ 
ative of the GTE system or whether the 
sample was statistically valid. Thus, we 
cannot determine the validity of the cost 
and revenue data used by GTE. In regard 
to the estimates of future contribution 
losses under various scenarios no docu¬ 
mentation is provided demonstrating the 
likelihood of any of the scenarios act¬ 
ually resulting. For example, it does not 
appear the scenarios take into account 
the effect of PBX and KTS market 
growth stimulation on telephone com¬ 
pany revenues which we have found is a 
likely result of interconnect competition. 
Nor does it appear the effect of telephone 
company innovation or pricing responses 
are considered to any great extent by 
GTE in its scenarios. Further, GTE as¬ 
sumes without justification that inter¬ 
connect company market penetration 
will continue into the future at present 
rates and levels. For reasons stated below 
this assumption is unrealistic. 

190. The major problem w*e have with 
the GTE estimates of contribution loss, 
however, is that although the results are 
showm in terms of lost contribution, due 
to the lack of underlying documenta¬ 
tion, we are unable to determine the 
initial amounts from which the lost por¬ 
tions are derived. Thus, we have no way 
of determining what directly assignable 
costs GTE allocated to the vertical serv¬ 
ices or what methodolgy GTE utilized to 
allocate general and overhead costs 
among services (or whether it even did 
so). Without this data, we cannot deter¬ 
mine what current contributions, if any, 
exist. Accordingly, we cannot accept the 
GTE contribution loss estimates. 

e. United Teleyhonc System (UTS). 

191. UTS’s contribution study of its KTS 
and small and large PBX users is based 
on a directly attributable cost method¬ 
ology which includes: (a) Cost of capital; 
(b) direct maintenance expense; (c) 
other direct departmental expense; (d) 
depreciation expense; (e) income taxes; 
and (f) other direct taxes. Revenues are 
provided by specific services and com¬ 
pany wide data from 1973 is used. Esti¬ 
mates of current contributions appear to 
be obtained by taking the difference be¬ 
tween revenues and costs. The results 
provided for current contributions are 
given in Table IV-10 below; 
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Table IV-10 .—KTS and PBX contributions 
IIu thousands of dollars] 


Plant main* Common Cost Contribu¬ 

te nanco and market of Depre- Other Income Total Total tion to 
expense expenses cap ciation taxes taxes expense revenue ovhr. and 

common 


1073: ^ 

KTS. 2.817 290 2,070 2,055 919 923 9.060 17,980 8,900 

.Small PBX. 1.8*8 436 2,252 2,183 534 1,187 8,430 14,497 6,067 

Large PBX. 1.449 443 3.544 3,135 967 1,921 11,450 15,394 3,935 


Total, market.... 18,902 


Source.—UTS comments, exhibit 1. 

Expressed as a fraction of revenues, the 
contributions for KTS', small PBXs and 
large PBXs are 49 percent, 42 percent, 
and 25 percent, respectively. Contribu¬ 
tions annually per unit for KTS, large 


PBX and small PBX are claimed as $350, 
$6,367 and $2,231, respectively. m 


124 UTS Comments, Tables 14 and 15. 


192. UTS also presents its contribution 
loss estimates for KTS, small and large, 
PBX systems for 1978, 1983, and 1988^ 
Contribution losses with assumed 10 per¬ 
cent and 30 percent interconnect com¬ 
pany market penetrations are also given. 
UTS’s method assumes that the growth 
rate for the total terminal equipment 
market is exogenous, with the total mar¬ 
ket, determined by a secular trend, di¬ 
vided by the telephone companies and 
interconnect companies (a loss to the 
telephone company is a gain to the inter¬ 
connect company under such an assump¬ 
tion). Using the number of main tele¬ 
phones from UTS Exhibit 6. the claimed 
contribution loss per main telephone is 
calculated in Table IV-11 below: 


Table IV-11. —Contribution losses for KTS and PBX systems ($1,000, unless specified otherwise) 

[Estimated economic impact] 


Total Total 

expenditure expenditure 


Contribu- Contribu¬ 
tion • to tion ' at 10 
ovhr. and pet penetra- 
common tion 


Contribu- 
Net tion ' at 30 
impact pet penetra¬ 
tion 


Net Of main 

impact telephones 


Contribution losses per 
main telephone 


At 10 pet At 30 pet. 
|H*netration penetration 


Key system.. $14,613 $29,651 $15,038 $13,534 ($1,504) $10,527 ($4,511) 2,500,837 $1,19 $3.57 

Small PBX. 11,290 20,708 9,418 8,476 (942) 6,593 (2,825)... . . 

Large PBX_. 16.733 21,960 5,227 4,704 (523) 3,659 (1,568) . 


( 1 . 022 ) 

(531) 


Total market. 29,683 .. . (2,969). 

1983 

Key system.. 20.698 40,201 19,503 17,553 

Small PBX_. 15,857 26,078 10,221 9,199 

Large PBX.. 24,253 29,560 6,307 4,776 

Total market. 35,031 (3,503)7 

1988 

Key system. 29.149 55,582 26,433 23,790 (2,643) 

Small PBX. 21,480 33,395 11,915 10,724 (1,191) 

Large PBX. 33,497 39.085 5,588 5,029 (559) 

Total market. 43,936 . (4, 393) 


. (8,904) ... 

13,652 (5,851) 3,091,894 1.13 3.39 

7,155 (3,066) . 

3,715 (1,592).. 

. (10,509) ..... 77 . 

18,503 (7,930) .*. 

8,341 (3,674) . 

3,912 (1,675). . 

. (13,180) .. ~ 


• Revenue contribution by terminal equipment market to cover other costs. 

Source: UTS Comments, exhibits 1 and 6. 


193. As was the case with the GTE and 
Bell Studies, no underlying documenta¬ 
tion was supplied by UTS. UTS* results 
are shown in terms of lost contribution 
but absent knowledge of the specific costs 
and revenues included in the study, we 
are unable to determine the initial 
amounts from which the lost portions 
are derived. Further, it is not clear that 
UTS has excluded the interstate toll sub¬ 
sidy. i.e.. indirect contribution, from its 
contribution figures. In our discussing of 
the SAI and CTC studies we showed the 
potential for overstating vertical service 
direct contributions, if any, if indirect 
contributions are inappropriately attrib¬ 
uted to vertical services. An even more 
basic deficiency in the study is the man¬ 
ner in which UTS defines contribution. 
UTS defines contribution in the same 
manner as did bell in its studies, i.e., in 
terms of contribution to cover overhead 
and common costs.** In this regard, see 
our discussion of the Bell contribution 
studies and the difficulties we encount¬ 
ered with Bell’s non-allocation of joint 
and common costs among all services, in¬ 
cluding vertical services, thereby under¬ 
stating vertical service costs and over- 


^ See our Tables IV-10 and IV-11 above. 


stating contribution, if any. Moreover. 
T-f-E finds that there are serious incon¬ 
sistencies in the 1973 revenue figures pro¬ 
vided in UTS’s Table 15 and UTS’s Ex¬ 
hibit 6 (not reproduced here).** The 
revenues associated with the KTS, large 
PBX and small PBX categories in UTS 
Exhibit 6 are approximately 30 percent 
smaller than the correspondence values 
in Table 15. (In making this comparison, 
PBX and PABX revenues in Exhibit 6 
were added: if not, the discrepancy is 
much larger). Overstatement of reven¬ 
ues, of course, will overstate claimed con¬ 
tributions unless costs are similarly re¬ 
duced. The projected contribution losses 
for 1978, 1983 and 1988 are also highly 
questionable because UTS does not docu¬ 
ment the likelihood of any of its pene¬ 
tration scenarios actually occurring. In 
this regard, UTS, like SAI and others, 
assumes that the growth in market de¬ 
mand for vertical services is independent 
of interconnect competition and its mar¬ 
ket stimulative effects. Nor does UTS 
consider to any great extent the effect 
that telephone company innovation and 
pricing responses to interconnect compe¬ 
tition have had, or will have, on its con- 


lao utS Comments, Exhibit 6 and Table 15. 


tribution loss estimates. Accordingly, we 
cannot attribute any validity to UTSs 
study results. 

f. New York Public Service Commission 
(NYPSC) . 194. The NYPSC submitted 
two studies with its comments in this 
proceeding. The first, a staff study by 
James Augstell completed in January. 
1975 and entitled “The Revenue and Cost 
Impact of Interconnection”, represents 
NYPSC’s initial effort toward determin¬ 
ing the potential effect of interconnect 
competition in New York State. The 
study was designed around a worst pos¬ 
sible case (i.e., highest impact) scenario, 
intended to establish the outer bounds of 
the impact issue. Thus, the study as¬ 
sumed that interconnect sales would 
grow during the 1974-84 period at ob¬ 
served historical growth rates and thus 
at an ever increasing rate: that there 
would be no stimulation of the overall 
market and no competitive response by 
the telephone industry; and most impor¬ 
tantly, that the methods employed by the 
New York Telephone Company (NYTel- 
co) to determine and allocate terminal 
equipment revenues and costs were es¬ 
sentially correct. Based on these a&sumP* 
tions, the study estimated that NYTeico 
had suffered contribution losses to inter¬ 
connect competition by December, l* 7 *’ 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 




























































NOTICES 


19217 


and that these losses might increase sub¬ 
stantially in the period 1974-1984. 

195. In its second study, completed by 
Yog Varma and adopted by the NYPSC 
as the basis for its decisions in recent 
rate proceedings, the NYPSC adopted an 
approach designed to identify according 
to the Commission’s costing methodology 
the current embedded costs and revenues 
for all NYTelco terminal equipment of¬ 
ferings, as a basis for determining 
whether any or all these services were in 
fact earning enough to cover their costs. 
The Varma study and subsequently the 
NYPSC itself concluded that NYTelco 
terminal equipment rates have not been 
high enough to cover the company’s costs 
of providing them—much less make a 
contribution to cover the company’s costs 
services such as basic telephone serv¬ 
iced 

196. While the results of these two 
studies may appear to be in conflict, they 
are in fact relatively easy to distinguish, 
as the NYPSC has noted. 1 -* The Augstell 
study represents a hypothetical case or 
scenario dealing with possible future 
events and the assumed existence of con¬ 
tributions from terminal equipment, 
similar to those employed by other par¬ 
ties to this proceeding (e.g.. AT&T, 
USITA(SAI), CTC, GTE, NARUC. etc.). 
The Varma study deals with the actual 
operating costs and revenues of a spe¬ 
cific operating telephone company 
( NYTelco) to determine whether such 
contributions actually exist, independent 
of any question of competition. As indi¬ 
cated. the NYPSC quite correctly em¬ 
ployed the Varma study In its recent de¬ 
cisions regarding NYTelco rates and rev¬ 
enues for terminal equipment and other 
services, and the potential effect of com¬ 
petition in an actual as opposed to a con¬ 
jectured situation. 

197. In the Augstell study, the voice 
services of the business interconnect 
market were divided into the following 
large PBX, Centrex CO. KTS, and Indi¬ 
vidual Line < non-key). Revenue and cost 
impacts, which are used to estimate al¬ 
leged contribution losses, are estimated 
from 1973 data relating to NYTelco’s 
service area. Revenue losses include the 
business lost from interconnected voice 
customers who were not subscribers to 


NYPSC Case No. 26776, Opinion No. 75- 
28. October 22, 1976 (Varma Study). See also 
MT>SC Case No. 26426, Opinion No. 76-13, 
July 2. 1976. For a summary of the action in 
Case No. 26775 and its ramifications, see A. E. 
Kahn and C. A. Zielinski, ' Proper Objectives 
n Telephone Rate Structuring,” Public Util¬ 
ities Fortnightly (April 8. 1976). p. 22. 

See NYPSC Motion for Acceptance of 
supplemental Material In Docket No. 2003 
•ed April 8. 1976, p. 4. Further, see testi¬ 
mony of James Augstell and Yog Varma be¬ 
fore the NYPSC in Case No. 26755 wherein 
e nonconflicting relationship of the stud- 
explained by the two authors. See 
Nell A. Swift, Director of NYPSC Com- 
umteationa Division, "Address Before the 
uterface '76 Symposium in Florida", report- 
Telecommunications Reports. April 12 . 

*t> in. p, 4. 


NYTelco service prior to opting for in¬ 
terconnection. Thus, the Augstell study 
looks solely at the revenue/cost relation¬ 
ships for lost customers (as do most of 
the telephone industry studies before us) 
and does not purport to examine the 
revenue/cost relationships for customers 
who were not lost (as does the Varma 
study), i.e., the terminal equipment 
category as a whole. Although Augstell 
does not specifically define his cost 
methodology, it appears that Augstell 
performed basically an incremental cost 
study. Augstell’s estimate of total con¬ 
tribution losses from interconnection at 
December 31, 1973, was $5,332,000. ,: ‘‘‘ As¬ 
suming a total of 5.2 million residential 
main stations, the contribution loss per 
resident main station in 1973 was esti¬ 
mated as approximately $1.00. 

198. With respect to projected contri¬ 
bution losses. 1974-1984. Augstell made 
projections of lost customers to inter¬ 
connection from 1974 through 1984 by 
fitting quadratic equations to the five 
(historical) data points (1970-1973 and 
four months of 1974) for both the PBX- 
Centrex and KTS service classifications. 
As noted above, these projections are 
worst case analyses. The calculations re¬ 
flect compound average annual growth 
rates of 28 percent and 34.5 percent for 
interconnect PBX-Centrex and KTS 
customers, respectively, during the pro¬ 
jection period. Based on projections of 
the number of interconnect customers 
and NYTelco’s historical revenue data 
(both market growth and revenue in¬ 
creases per customer), Augstell pro¬ 
jected revenue losses through 1984 from 
interconnection and the size of the total 
developed market (NYTelco and inter¬ 
connect) consistent with the lost reve¬ 
nue projections. In making these projec¬ 
tions, Augstell assumed, based on his¬ 
torical data, that PBX-Centrex revenues 
per customer and KTS revenues per cus¬ 
tomer would grow at compound annual 
rates of 6.36 percent and 7.37 percent, 
respectively, and that total market reve¬ 
nues for the PBX-Centrex and KTS 
service classification would increase at 
compound annual rates of 9.59 percent 
and 10.45 percent, respectively. Accord¬ 
ing to the assumptions adopted by Aug¬ 
stell. by 1984 the revenue loss due to in¬ 
terconnect could have grown to $229 mil¬ 
lion and 31.5 percent of the developed 
market for PBX-Centrex. and $156 mil¬ 
lion and 49.54 percent of the developed 
market for KTS. Also, cumulative loss 
from 1974 through 1984 could range from 
$464 million to $588 million, or from $237 
million to $301 million in 1974 dollars. 


‘" Augstell Study, p. G9. The Augstell Study 
combines direct and indirect contributions, 
thereby confusing the effect of the interstate 
toll or Indirect subsidy with any subsidy or 
direct contribution from vertical services. 
This procedure overstates the contribution, 
if any. which derives from the alleged value 
of service pricing of terminal equipment and 
thus is subject to question for the reasons 
stated in our analysis of SAI and Baer and 
Mitchell studies. 


199. As found by T-f E, and in our own 
analysis, Augstell’s projections are based 
on highly unrealistic and/or unsubstan¬ 
tiated assumptions. Indeed, it is admit¬ 
ted the study is essentially a worst case 
analysis and thus intended to establish 
the outer bounds of the impact issue. One 
of the major deficiencies is Augstell’s at¬ 
tempt to fit a quadratic equation to the 
five available data points and to use it to 
estimate the number of lost customers 
from 1974-1984. No justification for a 
quadratic form is offered, even though 
the approach leads to very high market 
penetration figures and non-constant 
growth rates. In addition; the five data 
points (representing annual customers 
lost to interconnection) used to fit the 
quadratic equation are themselves of 
doubtful statistical value. One point 
represents only the first four months of 
1974. Of the remaining four, two have 
values of 59 and 212, which are infini¬ 
tesimal in comparison to the final ex¬ 
trapolation to a 1984 market penetration 
of 62,911 interconnect customers, which 
results from the use of this quadratic 
formula. Insofar as Augstell’s estimate 
of lost customers is central to all his pro¬ 
jections of revenue contribution losses to 
Interconnection, we find these projec¬ 
tions are themselves statistically invalid. 

200. Another serious deficiency in the 
Augstell projections, as found both by 
T-f E and our analysis, is the assumption 
of a secular rate of growth of the termi¬ 
nal market based on historical NY telco 
data and independent of any market 
growth stimulus from interconnection. 
The implication of this assumption is 
that any customers gained by intercon¬ 
nect companies are lost to the telephone 
companies, customers who (on the stated 
assumption) would have purchased from 
those carriers if there were no intercon¬ 
nect competition. We agree with T-fE 
that this approach is a particularly re¬ 
strictive and unrealistic assumption and 
that it allows for no innovative behavior 
from interconnection and no innovative 
or competitive pricing response from the 
telephone carriers, both of which are oc¬ 
curring. Further, it ignores the effect of 
stimulated market demand which we 
have found is the likely result of inter¬ 
connect competition. Since the market is 
constrained to grow at historical (ex¬ 
ogenous) rates, according to Augstell's 
assumption, interconnection’s more 
rapid projected rate of growth must 
eventually subsume the entire rate of 
PBX and KTS revenue growth. In Aug- 
stell’s projections, by 1984 interconnect 
companies would be taking customers 
away from Bell (the percentage of 
growth to interconnect is over 100 per¬ 
cent). NYTelco would no longer be ca¬ 
pable. according to Augstell’s projec¬ 
tions. of attracting new customers and 
its established market would be deterio¬ 
rating. In the light of the evidence 
showing Bell responding significantly to 
competition, this result is clearly un¬ 
realistic. 
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201. The Varma study reflects the view 
of the NYPSC concerning the actual 
donors and beneficiaries of contributions 
(subsidies) within the NYTelco service 
offerings, and the potential effect of in¬ 
terconnect competition on these sub¬ 
sidies. 144 The Varma and NYPSC study 
methodology is based on several levels 
of analysis which have been accepted 
and used by the Commission and tele¬ 
phone companies involved. The invest¬ 
ment is based on the companies* ter¬ 
minal equipment accounts for the ap¬ 
propriate year in question. From these 
accounts various items were then ex¬ 
cluded (e.g., coin, etc.). The embedded 
investment in the aforementioned ac¬ 
counts was then multiplied by a current 
cost-to-book factor. An annual carry¬ 
ing charge factor (which includes main¬ 
tenance, taxes, return etc.) was then cal¬ 
culated and multiplied by the current 
cost of investment. The result is a reve¬ 
nue requirement which can be compared 
to actual revenues to determine whether 
revenues are adequate to cover total 
costs. 

202. Varma’s results, which according 
to the NYPSC were not disproved, 
showed that on a historic, embedded cost 
basis, using total costs, and looking at 
the terminal equipment category as a 
whole, there was a revenue deficiency in 
excess of $225,000,000 for NYTelco ter¬ 
minal equipment in 1975, compared to a 
$157,500,000 deficiency in 1972. m Thus, 
having found no subsidy of basic serv¬ 
ices by terminal equipment revenues, 
the NYPSC ordered an immediate 25 
percent rate increase across the board on 
terminal equipment (including Centrex, 
where the Commission found a 29 per¬ 
cent revenue deficiency), noting that 
even this increase would probably not 
make them fully compensatory. This in¬ 
crease was designed to generate $144,- 
000,000 leaving $81,000,000 of the revenue 
deficiency to be made up by a rate in¬ 
crease in August 1976. 543 

203. It is significant to compare this 
revenue deficiency for terminal equip¬ 
ment services provided by a telephone 
carrier in a single state, with the claimed 
losses of $142 million to competition in 
the 48 contiguous states. The NYPSC 
findings are particularly significant in 
that the New York market represents 
some 10-12 percent of total telephone 
industry operations and revenues, ac¬ 
cording to FCC statistics. Should the 
same situation as that in New York exist 
in other states (and we find evidence 


140 Supra, ns. 130 and 137. 

141 NYPSC Case No. 26775, pp. 58-67. Tills 
deficiency was even larger on a current cost 
basis the NYPSC has noted. 

118 The NYPSC has also found. NYPSC 
Case No. 26732, Opinion No. 75-17, August 11, 
1975. p. 31 et seq., that Intrastate private line 
revenues are not covering revenue require¬ 
ments (l,e. t costs) and ordered that a 25 per¬ 
cent increase be implemented for most pri¬ 
vate line rates. Significantly, the FCC re¬ 
cently concluded in Docket No. 18128 that 
most Bell interstate private line services are 
underpriced and have been (and still are) 
recipients of subsidy from basic Interstate 
telephone users. 


herein that such result is likely), one 
could infer that other services such as 
basic local telephone services may be 
contributing as much as $2.25 billion an¬ 
nually to cover revenue deficiencies re¬ 
sulting from telephone industry under- 
pricing of certain terminal equipment. 

204. In Case No. 26775, the NYPSC also 
highlighted one of the ways in which 
traditional telephone company rate 
structures could be revised to insure both 
fair terminal equipment competition and 
to accomplish the goal of keeping basic 
local telephone service obtainable at a 
reasonable charges to residents. 14 * The 
NYPSC ordered NYTelco to “unbundle” 
its rate for Bell terminal equipment for 
basic monthly local telephone service. 
Previously, the rates for basic local tele¬ 
phone service in New York were all in¬ 
clusive. i.e., they included the telephone 
instrument, station wiring and the access 
facilities to the exchange network. As a 
result of the NYPSC decision the charge 
is now divided into two parts—a terminal 
equipment charge (which covers the tele¬ 
phone instrument and station wiring), 
and exchange “access” charge. 141 If one 
decides to supply his own terminal equip¬ 
ment or inside wiring, his bill will be re¬ 
duced by an appropriate amount reflect¬ 
ing the cost of the telephone instrument 
and inside wiring to the telephone com¬ 
pany. 145 The NYPSC found that the ad¬ 
vantages of unbundling far outweigh any 
of the disadvantages. According to the 
NYPSC, unbundling would (1) ensure 
that customers did not pay for what they 
did not receive, (2) permit identification 
of retirements, (3) prevent the company 
from double charging for station wiring 
and, most importantly, (4) allow for de¬ 
termination of the rate of return on 
terminal equipment offerings. 1 '* The 
NYPSC also stated: 

By providing a means of analyzing and 
controlling the cost and profitability of ter¬ 
minal equipment offerings on the one hand, 
and exchange service on the other, with their 
very different cost functions and market situ¬ 
ations, it (unbundling) will make it easier to 
price each more rationally, to achieve what¬ 
ever goals—economic efficiency, subsidization 
of the basic service, the competitive develop¬ 
ment of alternative equipment offering— 
society wishes to achieve. In this last connec¬ 
tion. not the least of the benefits of un¬ 
bundling, is that it will eliminate the present 
inequity in the competition between NYT 
and other suppliers of terminal equipment. 147 


7 ** Supra, n. 136. See also the August 20. 
1976 NYPSC order in Case No. 26775 author¬ 
izing revisions to unbundling of telephone 
rates. 

114 This exchange or network access charge 
could be the focal point for any direct or 
indirect contribution or subsidy of basic local 
telephone service that society may decide is 
warranted. This assumes, however, that the 
terminal equipment charge Is compensatory. 

145 Where NYTelco customers do not have 
telephone-company provided telephones and/ 
or inside wiring (beyond the CA). the NYPSC 
has recently directed NYTelco to provide 
monthly credits to such customers as a means 
of implementing its “unbundling*' decision. 
Telecommunications Reports, September 7. 
1976, p. 170. 

NYPSC Case No. 26775, p. 82. 

747 NYPSC Case No. 26775, pp. 83-84. 


In the further stages of this inquiry, 
we expect the parties to address in detail 
the concept of “unbundling” and its eco¬ 
nomic and other ramifications, if any, on 
the availability and rates for basic local 
telephone service. 

205. We note that on July 12, 1976, 
AT&T filed Bell Ex. No. 55, which is a 
copy of a NYTelco Memorandum (dated 
May 28,1976) filed with the NYPSC chal¬ 
lenging the findings of the NYPSC in 
Case No. 26775 and the Varma study. ‘ 
NYTelco claims that there are errors in 
the Varma study and that terminal 
equipment revenues do cover embedded 
costs and also challenges the NYPSC’s 
“unbundling” determination in certain 
respects. On August 30. 1976, the NYPSC 
staff responded to the NYTelco Memo¬ 
randum. The NYPSC staff addressed all 
the contentions of NYTelco and stated at 
p. 67 of its response that “New York Tele¬ 
phone Company’s Memorandum dated 
May 28, 1976, is a meaningless document 
which repeats absurd arguments already 
rejected by the Commission on the basis 
of testimony and evidence in Cases No. 
26426 and 26775.” It also concluded at 
p. 67 that the updated 1975 revenue 
shortfall because of NYTelco*s under- 
pricing of terminal equipment before rate 
increases in Case No. 26775 was $291.8 
million, rather than $225 million as origi¬ 
nally determined. Further, it concluded 
there is stUl a revenue deficiency of $103.6 
million, exclusive of 1976 wage increases 
already recognized by the NYPSC in de¬ 
termining NYTelco overall revenue re¬ 
quirements. Finally, it concluded at p. 69 
that NYTelco’s revenues from terminal 
equipment “have not only held their own 
after the 25 percent increase in Novem¬ 
ber, 1975, but these revenues have dem¬ 
onstrated a healthier growth after the 
rate increases than before. The terminal 
equipment market is now in a posi¬ 
tion to absorb further cost-based rate 
increases • • * New York telephone 
consumers are currently being misguided 
into oversubscribing to terminal equip¬ 
ment services due largely to below-cost 
rate levels while the company is being 
made whole through higher rates for 
other services, e.g. f toll services.” 

206. We find the NYPSC studies and 
decisions very persuasive, as does T-fE. 
Until the 1975-1976 rate increases in New 
York State, it appears that terminal 
equipment services (e.g.. PBX, KTS and 


USITA filed a SAI review’ of the Augstell 
and Varma studies on September 20, 1976 , too 
late to permit our full analysis of the review 
herein. The SAI review’ and other material 
which has been filed since July 12. 1976 win 
be considered In the continuation of this 
proceeding. However, our preliminary analy¬ 
sis of the SAI review indicates that it ^ 
essentially a rehash of the NYTelco May 28. 
1976 memorandum and Is a further attempt 
by SAI to buttress its own study. Signifi¬ 
cantly. at p. V-l of its review, SAI states 
that “If )rom what SAI has determined from 
the public record, and from informal ex¬ 
changes with a number of parties, the 
(NYPSC) Staff's studies were performed m a 
competent and. in general, methodological, 
consistent manner.'' (emphasis added) Tmw. 
even SAI finds consistency between tn 
Augstell and Varma Studies, supra, n. 13'* 
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Centrex) were not covering their full 
costs (and still are not covering their full 
costs according to the NYPSC staff). 
NYTelco’s residential exchange custom¬ 
ers would be better off if the unprofitable 
terminal equipment services had been 
lost to interconnect competition or with¬ 
drawn. If all this $225,000,000 deficiency 
as found by the NYPSC (which does not 
include Centrex) were made up, the ap¬ 
proximately 5.5 million residential main 
stations in the NYTelco area could pos¬ 
sibly have had their 1975 bills for basic 
service reduced by approximately $41.32 
per year, or $3.44 per month. 

207. We find substantial evidence from 
proceedings in states other than New 
York, namely, Vermont and Massachu¬ 
setts, that terminal equipment such as 
PBXs and KTSs may also be under- 
priced and recipients of subsidy from 
basic local telephone services including 
residential exchange. With respect to 
Vermont and Massachusetts, we find it 
useful to compare Bell’s EDC study re¬ 
sults to studies submitted by a Bell oper¬ 
ating company. New England Telephone 
Company, in Vermont and Massachu¬ 
setts to the respective public utility com¬ 
missions in those states. While a study 
of a single state cannot, without qualifi¬ 
cations, be taken as representing the uni¬ 
verse, the studies concerning New Eng¬ 
land Telephone are significant since they 
indicate some of the differences hidden 
in broad compilations and nationwide 
averages as supplied by Bell in its EDC 
study. 

208. Table IV-12 below compares the 
three Bell studies, i.e.. Bell Ex. No. 1 filed 
herein and studies of New England Tele¬ 
phone in Vermont and Massachusetts. 1 " 
Table IV-13 below show's more detail 
from the Vermont study. It is clear from 
these studies that, contrary to industry 
assertions, basic local telephone service 
Is not necessarily the only recipient of 
contribution, even as that term is de¬ 
fined by the industry itself. In Vermont, 
for example, it appears that as shown in 
Table IV-13, large PBX-Centrex service 
was half as great a recipient of contribu¬ 
tion as was basic exchange service ($0.7 
million compared to $1.4 million). In 
both Vermont and Massachusetts, pri¬ 


**It Is not clear, particularly in the case 
of Vermont, that the interstate toll subsidy 
(Indirect contribution) has been properly 
excluded from the study results as shown 
in our Tables. Nor is it clear whether the 
New England Telephone studies improperly 
compare only 80 percent of terminal equip¬ 
ment costs to total revenues. Inclusion of 
the Interstate toll subsidy or consideration 
of less than total costs, of course, means the 
study results purporting to show contribu¬ 
tions could overstate contributions, if any. 
in this regard, see our discussion of these 
problems in connection with the SAI and 
«aer and Mitchell Studies. Our comments 
Til r ^pect to Bell’s EDC study are appli- 
aoie here as weU. In any event, on their 
New England Telephone studies 
oene Beil claims of significant contribution 
from terminal equipment. 


vate line service was a large recipient of 
contribution, as shown in Table IV-12. 
In fact, as shown in Table IV-13, in 
Vermont private line and large PBX- 
Centrex services combined were greater 
recipients of contributions than was 
basic residential service ($1.5 million 
compared to $1.4 million). One could 
conclude from Bell’s own study that in 
Vermont, New England Telephone pur¬ 
sued a policy of subsidizing its largest 
business customers to a far greater ex¬ 
tent than its residential customers. 

209. It seems that if competition caused 
Bell to lose the entire PBX-Centrex, 
private line, and mobile services markets 
in Vermont, the residential users would 
be better off ; residential and small busi¬ 
ness users could then share a rate reduc¬ 
tion of over $1.5 million. The extent of 
the reduction would, of course, depend 
on how New England Telephone would 
unbundle its line charges. If $1.5 million 
were allocated to Vermont’s 126,363 resi¬ 
dential main telephones (1973), residen¬ 
tial basic service would be reduced by 
$11.87 per year (99c per month). 

210. As indicated by T-f-E, similar re¬ 
sults could be expected in Massachusetts. 
In this connection, the Massachusetts 
Department of Public Utilities <PUC) 
staff recently completed a category cost 
of service study (not shown here but 
similar to the Varma study which con¬ 
sidered total terminal equipment costs) 
of New Engand Telephone’s Massachu¬ 
setts operations in 1974. While we do not 
report all the specific figures here <T-{-E 
has prepared a summary of the study 
which will be made available at a later 
date), we note that the staff found that 
the basic exchange ratepayer is subsi¬ 
dizing all other intrastate service cate¬ 
gories including message toll, private 
line and vertical services. In particular. 
T-fE reports that the Massachusetts 
PUC staff found in Docket 18210 before 
the Massachusetts PUC that local ex¬ 
change service attained a 26 precent re¬ 


turn on investment; terminal services 
0.9 percent; and all other services oper¬ 
ated at a loss. See T-fE Deliverable G. 
pp. 46-51. 

211. Accordingly, both T-fE and we 
find substantial evidence that in sev¬ 
eral states, telephone company-provided 
terminal equipment, particularly PBXs 
and KTS’, is underpriced and is likely to 
be a recipient of subsidy from basic local 
telephone services including residential 
exchange. We believe this situation could 
exist nationwide. If substantial contribu¬ 
tions were being made by terminal equip¬ 
ment, such as PBXs and KTS’, and if 
such contributions have been a long¬ 
standing practice of the industry as 
claimed, it would seem to be relatively 
easy for the telephone industry to estab¬ 
lish both the existence and amount of 
such subsidies. They have been given an 
ample opportunity to do so in this pro¬ 
ceeding. 

212. However, as we have found above, 
none of the telephone industry contri¬ 
butions studies submitted herein and 
evaluated above (all the Bell studies, the 
SAI study for USITA, the Baer and 
Mitchell study for CTC, and the GTE 
and UTS studies) establish either the 
existence or amount of contributions 
flowing from terminal equipment to basic 
local telephone service. Indeed, these 
telephone industry studies establish in 
many cases the opposite conclusion, 
namely, that terminal equipment serv¬ 
ices are likely recipients of substantial 
subsidy from basic local telephone serv¬ 
ices including residential exchange. Un¬ 
der such circumstances, basic local tele¬ 
phone users would actually benefit if the 
telephone companies lost the unprofit¬ 
able and subsidized terminal equipment 
business to competition because they 
would no longer be required to cover 
telephone company losses on such busi¬ 
ness. This could possibly lead to reduc¬ 
tions in rates for basic local telephone 
service. 


Table IV-12. —Bell estimates of contribution* by service, /97J 1 
tin minions of dollars] 


Bull system * Massachusetts * Vermont• 


Revenue Cost 

Revenues 

In excess Revenue Cost 

Revenues 
lu excess 

Reve- Cost 

Revenues! 
in excess 


of cost 

of cost 

rnvj 

of cost 


Interstate intercity _ 5,500 2.760 ?, 800...-.. 

Toll... 14a 083 1! Ho. 487 it 2 85 a 7 

Interstate other than 

basic exchange. D, 230 ft, 700 2,470 .... 

Private lino.... 18.030 31.335 » 13. 2ND a 5 1.8 »8 

Exchange. 273.847 340. 112 * 61.205 13.5 15.8 *2.3 

Basic exalmnge. 7,400 3,240 4,220 .... ....-. . 

Vertical. 130.174 120.73s 15.430 5.8 4.2 .8 

Other... 3*1.372 14.433 24.081) 1.4 L0 .4 

“Joint'’ (access) 

coats*_ 0 5,71)0 *5,700 0 0 0 0 0 0 

Oinnicu costs. 0 3,700 * 3,700 0 100.003 *109.005 0 ft. ft *0.0 


Total.. 22,250 22,260 0 612.403 730.210 *117.72)0 30.4 37.4 *7.4 


* We ns© Bed Ex. No. 1,1078 EDC study, rather than Bell Ex. No. 1-A, 1*)74 EDC study, to faclUtah comparison 
with the 1073 studies in Vermont and Massachusetts. 

* Source: Bell Ex. No. 1, p. 1. 

* Source: New England telephone embedded direct cost study tn lt*73, attachment B, docket 18210 before Mas¬ 
sachusetts Department of Public Utilities. 

* Source: State of Vermont, Public Service Board, docket 380ft, testimony of Thomas D. Flaherty. Jr., attachment 


* Negative. 

• AU these arc properly allowable by class of customer and even by service. 
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Tabu. TV-13.— Xcic England Telephone and Telegraph Co., State of Vermont; class rtf 
service allocation—1973 intrastate results ( Peri serf Jan. 9, 1975) 

[In millions of dollars] 


Study category 


Cost . Revenue Revenues in 
1 ‘xeess of costs 


1/ocol Service: 

Residence service: 

Basic service_ 

Vertical service. 

Nonrecurring service.... 

Total residence service. 


Business service: 

Basic service . 

Vortical service . 

PBX-Ccntrex (total).... 
Largo PBX revenue- 

Cent rex revenue. 

Nonrecurring service. . . 

Total business service - 

Coin service. . 

Total local service . 


Toll service: 

Wide area telephone service .. 

Message service: 

Operator-assisted service. 
Other service.. . 

Total message service - 

Total toll service. 

Other . 

Mobile service (total).. . 

Basic service . 

Message charge . 

Common.. . 

Study total .. 


10.0 

8.6 

• 1.4 

.4 

1.2 

.8 

1.8 

.4 

* 1.4 

12.2 

10.2 

*2.0 

3.7 

3.6 

U 


4.4 

1.9 

2.4 

1.7 

‘.7 


1.3 _ 



.4 ...... 


hi 

.6 

'.B 

7.3 

8.5 

1.2 

.5 

.6 

.1 

20.0 

19.3 

».7 


.7 .7 


2.6 

2.0 

•.6 

6.2 

8.5 

1.3 

7.8 

8.5 

.7 

8.5 

9.2 

.7 

2.3 

1.9 

1.4 

.0405 

.0170 

.0161 

1.023 


. 0009 


6.0 


'6.6 

37.4 

30.4 

‘7.0 


* Negative. 

Source: State of Vermont, Public Service Board, Docket 3806, testimony of Thomas D. Flaherty, Jr. 


g. National Association of Regulatory 
Utility Commissioners (NARUC ). 213. In 
its submission, NARUC presents its find¬ 
ings from “NARUC Interconnection and 
Specialized Common Carrier Report”. 
According to the report, the SCC’s and 
PBX and KTS interconnection would 
cost basic exchange subscribers a mini¬ 
mum of approximately $1.5 billion to $1.7 
billion annually by 1984 in terms of 
higher local service rates, and on a cu¬ 
mulative basis, a minimum of approxi¬ 
mately $6.7 billion to $9.6 billion. Of this 
total, the Report, estimated that ap¬ 
proximately $620 million annually would 
be due to SCC’s ($2.7 billion on a cu¬ 
mulative basis) and approximately $930 
million to $1.0 billion annually would be 
due to PBX and KTS interconnection 
competition ($4.0 billion to $6.9 billion 
on a cumulative basis). 

214. Detailed analysis of the NARUC 
report is difficult because the underlying 
documentation upon which NARUC’s 
findings are based was not submitted. 
For example, NARUC presents its results 
in terms of lost contributions but, absent 
work papers showing the specific costs 
and revenues included in the study, we 
are unable to determine the initial 
amounts from which the lost portions 
are derived. Thus, we do not know what 
specific costs were considered by NARUC 
in its analysis and how such costs were 
allocated to vertical services and basic 
services such as residential exchange 
service. As noted In our consideration of 
the UTS and GTE studies, and Bell stud¬ 
ies. knowledge of the specific costs util¬ 


ized and the allocation methodology is 
essential before a determination regard¬ 
ing the existence of contributions can be 
made. In this regard, the NARUC esti¬ 
mates adopt, in part, the definition of 
contribution utilized by Bell and UTS. 
i.e., contribution or subsidy is expressed 
in terms of contribution towards cover¬ 
ing joint or common and overhead costs. 
As noted above, this procedure invari¬ 
ably results in an understatement of 
costs associated with vertical services 
and thus overstates contribution, if any, 
to basic local exchange service. Indeed. 
NARUC uses the UTS estimates, and 
UTS’s definition of contribution, as the 
base line case for the effect of intercon¬ 
nect competition on independents, 
“NARUC Comments,” p. C-12. In this re¬ 
gard, it is not clear that UTS is repre¬ 
sentative of the independents. We must 
also challenge the projected future con¬ 
tribution losses of NARUC. As explained 
fully below, the NARUC interconnect 
company market penetration figures, 
upon which its projected contribution 
loss estimates are based, are clearly un¬ 
realistic. We do, however, attempt to 
compare the NARUC estimates to those 
submitted by other parties attempting to 
draw relevant conclusions where possible. 

h. Office of TelecommunicatioJis^Policy 
iOTP). 215. OTP did not provide esti¬ 
mates of current contributions, but did 
evaluate those of NARUC and Augstell 
in an attempt to make a judgment re¬ 
garding contribution losses to date and 
for the future. Assuming that the portion 
of the market captured to interconnect 


suppliers in 1974 was about $92 million 
as estimated by NARUC, and adding an¬ 
other $20 million from OTP estimates of 
SCC total revenue, the total loss from 
competition, according to OTP, is ap¬ 
proximately $112 million. OTP places this 
figure into perspective by noting that 
the telephone carriers had total revenues 
in excess of $30 billion in 1974. OTP in¬ 
dicates that this $112 million figure, ac¬ 
cording to NARUC, translates into an 
annual cost of interconnect and SCC 
competition of $1.50 annually per resi¬ 
dential subscribed, assuming competitive 
PBX and KTS price reductions, or $.90 
annually, assuming no price reductions. 
Based on an average Bell System resi¬ 
dential exchange rate of $7.85 per month, 
the increases are about two percent and 
one percent, respectively. Using Augstell 
findings that loss of contribution due to 
PBX and KTS interconnection totalled 
$1.30 per residence main station annually 
(or approximately 11£ per month), OTP 
indicated that interconnection presently 
requires a cost increase in basic exchange 
rates of only 1.4 percent. OTP concludes 
that the impact of interconnect and SCC 
competition has to date been negligible. 

216. OTP also examines the Augstell 
and NARUC future projections of the im¬ 
pact of competition on residential ex¬ 
change rates. OTP, correctly in our view, 
questions the Augstell and NARUC tech¬ 
niques of using data from the four-year 
period 1970-1973 (in fact, also the first 
four months of 1974) to extrapolate 11 
years into the future. OTP notes that the 
1980 annual “cost” per main station 
(from interconnection only) of between 
$9.32 and $11.67, excluding revenues 
from CA’s. and between $7.15 and $908 
including them, should be 43 percent 
lower if deflated to 1974 dollars by the 
deflation factors provided by Augstell. 
Ex. No. 23, p. 76. The final comment by 
OTP in regard to Augstell’s projections 
is that they completely ignore the tech¬ 
nological and marketing innovations that 
are taking place in the industry. OTPs 
point concerning the effects of techno¬ 
logical innovation, namely, as a stimulus 
to the market in addition to secular 
growth—is an important one as we dis¬ 
cuss below. OTP also considers methods 
of neutralizing contributions losses, par¬ 
ticularly by changes in separations pro¬ 
cedures and by employing usage sensi¬ 
tive pricing. These issues are examined 


below. 

217. Finally, OTP indicates two im¬ 
portant Qualifications to any estimation 
of subsidy and contributions loss First, 
the issue of subsidy OTP points out, is 
ultimately one of user-subsidy, not serv¬ 
ice subsidy. According to OTP. a blanwt 
endorsement of a basic exchange subsidy 
may lead to “a random pattern of dis¬ 
crimination.*' Second, OTP cites t 

both from Illinois and California tn 
suggests that some local exchange 1 1a 
are subsidizing both intrastate toll ana 
private line services. To the extent _ _ 

basic exchange service Is not subsidi » 
of -course, contributions losses 
exist. As previously indicated, we * 
found that in several states substantia 
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evidence exists that vertical services such 
as PBX and KTS are likely recipients of 

subsidy. 

2. Contribution Studies—Summary of 
Findings . 218. Based upon our analysis 
and the T+E analysis, we find the studies 
of contribution loss submitted by the 
telephone industry without merit. Among 
other things, the studies submitted gen¬ 
erally utilize inappropriate cost and allo¬ 
cation methodologies, thereby failing to 
show whether there is, in fact, any direct 
contribution to basic local telephone 
service including residential exchange to 
be lost due to interconnect competition. 
Bell’s failure to allocate common and 
joint costs among its various services in¬ 
cluding business vertical services such as 
PBX and KTS (thereby understating 
vertical service costs and overstating 
contribution, if any), and its assumption 
that all such costs are to be borne by the 
basic local telephone service ratepayer, 
is perhaps the best example of an in¬ 
appropriate cost and allocation meth¬ 
odology. Further, most of the telephone 
industry respondents to this proceeding, 
particularly the Baer and Mitchell study 
for CTC and SAI Study for USITA. have 
not attempted to isolate the indirect con¬ 
tribution which flows from interstate toll 
to basic local exchange service due to 
settlements and division of revenues. 
That is, they use only intrastate terminal 
equipment costs or include interstate toll 
contribution with other claimed direct 
contributions. Comparing intrastate ter¬ 
minal equipment costs (or 80% of total 
costs) with 100 percent of the revenues 
in a contribution analysis means that in 
the case of vertical services, vertical serv¬ 
ices costs are understated and contribu¬ 
tion, if any, is overstated. With respect 
to interstate toll contribution, we show 
herein that such indirect contribution is 
determined by the separations mecha¬ 
nism which is merely the vehicle for ef¬ 
fecting the transfer. As noted above, it is 
note appropriate to include this indirect 
contribution as a subsidy to exchange 
services deriving from terminal equip¬ 
ment such as PBXs or KTS’s, since it ex¬ 
ists Independently of such terminal 
equipment. As the NYPSC states, and as 
we agree: 

If terminal equipment rates are set to 
oover only their allocated Intrastate costs, 
then the rates charged for each new installa¬ 
tion would fall short of bringing to NYT 
revenues sufficient to cover the additional 
costs of providing that service. To be sure. 
NYT will receive an enhanced return flow of 
revenues from Interstate toll settlements 
directly attributable to the provision of addi¬ 
tional services of this kind. But, in such a 
caRe . subscribers to terminal equipment 
would not be paying the full additional costs 
of these services—they would be receiving a 
subsidy from users of interstate toll, whose 
charges are forced to cover part of the costs 
<>f the terminal equipment Investment. 
Clearly, stich prices below the total cost of 
terminal equipment are economically 
inefficient. 

The next question, then, is whether this 
subsidization might not be the conscious 


1 NYPSC Case No. 26775, pp. 60 62 (foot¬ 
note omitted). Supra , n. 136. 


purpose of the interstate-intrastate cost allo¬ 
cation procedure. The staff, arguing in favor 
of the use of total costs, asserts that it is 
not: the intention of the interstate separa¬ 
tions process is to help hold down the rates 
of basic services, not of terminal equipment; 
and we believe that characterization to be 
correct. 

Therefore, both economic efficiency and a 
consideration of the purpose of interstate 
separations argue In support of staff's con¬ 
tention: The proper Intrastate rates for ter¬ 
minal equipment ought to be high enough 
to cover their total costs, since only if they 
do so will that service not be Inefficiently 
subsidized, and the flow of revenues from 
interstate separations be properly applied to 
subsidize rates for basic service. 

We note that this conclusion Is also sup¬ 
ported by other persuasive arguments raised 
by staff, notably, that fair competition on 
the basis of efficiency between NYT and Inde¬ 
pendent suppliers of terminal equipment re¬ 
quires such a pricing method. The independ¬ 
ent suppliers, of course, receive no return 
flow of revenues from Interstate tolls. Their 
customers pay the some interstate toll rates, 
inflated by the allocation to interstate reve¬ 
nue requirements of a portion of NYT's In¬ 
vestment in terminal equipment, as do NYT's 
own terminal equipment customers. For this 
reason as well, therefore, it would be incor¬ 
rect to price terminal equipment below* com¬ 
pany costs. 

219. Another fundamental deficiency 
identified by T-fE in many of the studies 
submitted, particularly the Bell and SAI 
Studies, was in expense allocation. Since 
the principal expense categories other 
than depreciation are not in the Uniform 
System of Accounts and are not allocated 
to classes of plant, to services, or to 
classes of customer, any proper allocation 
must be based on a special study. It ap¬ 
pears that in most cases such studies 
were not undertaken, or if they were, not 
provided. Generally maintenance ex¬ 
pense for terminal equipment was as¬ 
signed on the basis of dollars of gross 
plant, or per subscriber line, or per tele¬ 
phone. Our information indicates that on 
any of these bases, maintenance costs for 
business terminal equipment are actually 
higher than for residential terminal 
equipment. Similarly, business office ex¬ 
pense is so allocated as to result in an 
underassignment to business customers. 
Tills leads invariably to an underassign¬ 
ment of expense to business customers 
and overstatement of contributions, if 
any, to basic local exchange service. 

220. Thus, the telephone industry stud¬ 
ies submitted claimed in varying degrees 
that a great deal of direct contribution 
to basic local exchange service was being 
provided by terminal equipment, particu¬ 
larly PBXs and KTS’. However, our 
analysis and T+E’s analysis of these 
studies has shown that such conclusion 
is without merit. We find that if a study 
purported to show terminal equipment 
such as PBXs and KTS' subsidizing or 
providing direct contribution to basic lo¬ 
cal telephone service including residen¬ 
tial exchange, the study was incorrect 
(overstated) in amount and even more 
likely it was incorrect in direction (i.e., 
the terminal equipment was a recipient 
of subsidy, presumably from local tele¬ 
phone service). Indeed, we find substan¬ 
tial evidence that in several states, and 


it could be inferred nationwide, terminal 
equipment, particularly PBXs and KTS’, 
were recipients of subsidy from basic 
local telephone services rather than 
donors as claimed by the telephone in¬ 
dustry. We also find examples whereby 
basic local telephone service rates, in¬ 
cluding residential exchange rates, could 
actually be lowered if this subsidy was 
eliminated. We recognize that the na¬ 
tionwide results may not always be appli¬ 
cable to any single state—and vice- 
versa—because of variations in business 
and residential tariffs. However, we be¬ 
lieve that full category cost of service 
studies for terminal equipment and basic 
local telephone services, conducted under 
appropriate cost and allocation method¬ 
ologies. are essential to reach a deter¬ 
mination that basic local exchange serv¬ 
ice is not being burdened by non-com¬ 
pensatory rates for terminal equipment 
and intrastate private line services. ( 

221. Accordingly, we conclude that 
neither the amount nor existence of 
claimed terminal equipment contribution 
has been shown by the telephone indus¬ 
try. Indeed, it is likely that terminal 
equipment is a recipient of subsidy from 
basic local telephone service rather than 
a donor. Under such circumstances, loss 
of terminal equipment business to inter¬ 
connect competition could possibly result 
in rate reductions for local telephone 
service users rather than rate increases. 

3. Separations and Usage Sensitive 
Pricing™ —222. Separations and Inter¬ 
connection. As noted earlier, one of the 
most important factors influencing the 
amount of subsidy or contribution flow¬ 
ing to basic local exchange service from 
other services is the formula used for 
separating interstate plant for jurisdic¬ 
tional purposes. The separations formula 
is of particular significance because it 
provides the mechanism whereby large 
amounts of revenue requirements (costs) 
are treated as part of the costs of doing 
interstate business. Since some of these 
costs (revenue requirements) are for 
plant and other expenses which are 
shared by several services, including ba¬ 
sic exchange service, there is a large flow 
of funds through the settlements (for 
non-Bell carriers) and the division of 
revenues (for the Bell carriers) proce¬ 
dures. This flow of funds is such that a 
great deal of the revenue from every toll 
call is channeled to the carrier that origi¬ 
nated the call.’® This Commission and 
NARUC have repeatedly revised the sep¬ 
arations procedures so that progressively 


win T + E Deliverable F, pp. 45-118. there 
Is a thorough discussion of the matters we 
cover in this Section. We have attempted to 
highlight some of the items we feel are most 
important. 

t a A well-known difficulty of the settle¬ 
ments—division of revenues—procedure In¬ 
volves carriers that predominantly originate 
or terminate toll calls. Since the formula 
measures only originations, and assumes 
equal amounts of terminations, carriers with 
asymmetric loads have complained. There 
also appears to be a need to analyze the ini¬ 
tial causational effects of any special require¬ 
ments Imposed on the local exchange plant 
by Interstate service requirements. 
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more of the toll revenue has gone to the 
company providing the originating ex¬ 
change service. Since the total costs of 
the systems are assumed to be unaffected 
by this transfer, as are the total of inter¬ 
state and intrastate costs of each carrier, 
and since intrastate revenues are as¬ 
sumed to be unaffected, the result of the 
transfer of revenue requirements is gen¬ 
erally considered to be a subsidy, or con¬ 
tribution from interstate to intrastate. In 
the case of terminal equipment all rev¬ 
enues from the provision of such equip¬ 
ment generally flow to intrastate but 
approximately 20 percent of the total 
costs or revenue requirements are al¬ 
located to interstate. This absorption of 
20 percent of the total costs by inter¬ 
state constitutes a subsidy. As previ¬ 
ously indicated we call this subsidy the 
indirect contribution. 163 The estimates of 
the effects of interconnect competition 
given herein frequently include an esti¬ 
mate of the loss of this indirect contri¬ 
bution due to separations effects. We 
have noted above that it is inappropriate 
to include the interstate toll contribution, 
or indirect contribution, as a contribu¬ 
tion deriving from vertical services since 
its existence and amount are functions 
of the regulatory policy to subsidize basic 
and intrastate toll services. Further, as 
found above, it may also subsidize those 
vertical services. 

223. We will highlight the separations 
effect with a specific example. Before 
doing so, however, we note we have found 
no evidence herein of adverse economic 
impact on telephone industry revenues 
and alleged contributions (direct or in¬ 
direct) to basic local telephone serv¬ 
ices which would require separations 
changes. 164 Therefore, in our discussion 
that follows we are operating under two 
assumptions. One. we assume arguendo, 
the possibility of an adverse economic 
impact. Secondly, we assume that this 
adverse economic impact is of such a 
magnitude that it requires changes in 
separations procedures to neutralize the 
impact on rates for basic local telephone 
service including residential exchange. 

224. According to Bell, some 19.9 per¬ 
cent of Bell station equipment cost is as¬ 
signed interstate, and some 16.7 percent 
of independent station equipment is so 
assigned. Tlius, Bell claims if all station 
equipment were "lost,” some 14.6 percent 


As previously Indicated, the direct con¬ 
tribution Is that contribution allegedly pro¬ 
vided by vertical services to basic local tele¬ 
phone services because of the alleged pricing 
of vertical services above costs. As we found 
above In our analysis of the Individual con¬ 
tribution studies, there is substantial evi¬ 
dence that direct contributions from vertical 
services do not exist. Our discussion herein 
of separations and usage sensitive pricing Is 
Intended to address primarily the indirect 
contribution loss, if any, that may result 
due to Interconnect competition. 

See our discussion of the smaller inde¬ 
pendent telephone companies In Section F 
herein where we recognize the possibility of 
future Impact on smaller Independents and 
the necessity to guard against any such 
Impact. 


of MHS and WATS revenues would be 
“lost*' to the local operating companies 
(and retained by Long Lines). If inter¬ 
state revenue requirements were reduced 
by some amount (we show 14.6 percent 
above), the interstate rate of return ac¬ 
tually received would rise. Until this 
Commission could lower interstate rates 
through a rate case, or increase the as¬ 
signment to intrastate by revision of the 
separations formula (perhaps the SLU 
or CSR factors), the telephone industry 
would retain those revenues in the form 
of a higher rate of return (net revenues) 
on the interstate investment, and these 
revenues would be allocated to the oper¬ 
ating companies on the basis of their 
share in the total interstate enterprise. 

225. We lack the data to calculate the 
precise effect this allocation would have 
on the independents, but we can approx¬ 
imate the effect on the Bell operating 
companies. Some 12.4 percent of the to¬ 
tal interstate revenue requirements are 
related to Bell’s station equipment (2.3 
percent is related to independent station 
equipment). Since interstate revenue re¬ 
quirements would be reduced by the dol¬ 
lar amount derived from this percentage 
($1,090,000,000 since we neglect the inde¬ 
pendents), this amount would be allo¬ 
cated to the various Bell companies on 
the basis of relative investment. In other 
words, the “balance for division” would 
increase from $1,487,557,000 to $2,577,- 
557,000. While, at present the Bell op¬ 
erating companies receive 42.6 percent 
of this sum, their share would decrease, 
due to their decreased share of the in¬ 
terstate investment. The operating com¬ 
panies now have 73.8 percent of the Bell 
System interstate investment. A reduc¬ 
tion of $1,090,000,000 in operating com¬ 
pany revenue requirements amounts to 
a reduction of some 21.6 percent of the 
operating companies’ expenses and taxes 
which are now $5,050,495,000. Plant in¬ 
vestment does not, of course, exactly 
parallel expenses and taxes, but if we 
assume that operating company inter¬ 
state investment also would decline by 
about 21.6 percent, the Bell operating 
companies would receive 33.4 percent 
((100 percent—21.6 percent) x42.6 per¬ 
cent) of the increased interstate reve¬ 
nues or $860,904,000. ,BB Thus, the de¬ 
crease in interstate toll contributions 
can be calculated. The operating compa¬ 
nies would receive $1,090,000,000 less due 
to decreased revenue requirements as 
shown above. Tills amount would appear 
in the reports as an increase in interstate 
net return and a decrease in intrastate 
net return, since the revenue require¬ 
ments would simply be reallocated from 
interstate to intrastate. The operating 
companies’ share of the interstate net 
return would decline from 42.6 percent 
to 33.4 percent, or a decrease of $237.- 
081,000. Thus, the operating companies' 
revenues would decline by a total of 


“•Taxes can be neglected because of the 
pooled tax returns. 


$1,327,031,000 154 and Long. Lines’ reve¬ 
nues Would increase by a like amount. 167 
Naturally, any loss in revenues could be 
reallocated back to the operating com¬ 
panies according to the way it was origi¬ 
nally allocated to them—adjustments in 
measurements and allocations proce¬ 
dures. 

226. It is clear then, that in theory, 
interconnection could have an impact on 
the interstate toll contribution resulting 
from separations and that the effect of 
the interconnection of terminal equip¬ 
ment on such indirect contribution de¬ 
pends on the amount of interconnection 
that occurs. As noted above, we have 
found no record evidence of adverse 
economic impact requiring separations 
changes. Further, the effect of intercon¬ 
nection on jurisdictional separations is 
simply to transfer revenues within the 
industry, as we show above. There is no 
net loss of revenue due to separations. 
The principal beneficiary of the separa¬ 
tions effect due to interconnection would 
be the Long Lines division of AT&T. 
There would be a net effect benefitting 
the Bell System at the expense of the 
independents, but within the Bell Sys¬ 
tem the effect would be to transfer rev¬ 
enues among the companies. 

227. We had expected that the parties 
to this proceeding would provide us with 
some information regarding the precise 
kinds and amounts of separation changes 
that would be advisable in the event it 
were determined that interconnect com¬ 
petition has, or will, adversely impact in¬ 
direct contributions from carrier-pro¬ 
vided terminal equipment to basic local 
telephone service. tc * We received few re¬ 
sponses. NARUC merely points out that 
it sees a need for modification of separa¬ 
tions without making a specific proposal. 
As noted above, SAI assumed In its study 
that we would adopt “board-to-board” 
separations after 1979. Indeed, it seems 
that this assumption is the principal 
basis for those effects of competition 
which SAI was able to find. “Board-to- 
board” separations would mean the 
elimination of all exchange plant and 
expense from the separations formula, 
a procedure contrary to the decision in 
“Smith v. Illinois Bell, supra.” The effect 
of such a radical separations change 
would be to transfer large amounts of 
money from the independents to Bell. It 
is the effect of tills transfer that SAI 
shows as a contribution loss for inde¬ 
pendents in the years after 1979. In Bell 
Ex. No. 45, Bell also presents its sug- 


s **Thls example assumes a constant rate 
of return for operating companies’ interstate 
operations. If we divided the new balance- 
for-divlslon revenues by Investment ratios 
the operating companies’ revenue decline 
would Increase for both the operating com¬ 
panies and Long Lines. We have Interpreted 
Bell Ex. No. 45 appendix C, p. 29 to show 
annual charges, rather than embedded book 
cost. 

w All figures used In this discussion are 
obtained from Long Lines Statistics, 1930- 
1963. March 18. 1974, p. 102, and 1950-1974, 
April 1975, p. 103. 
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gestions on how to deal with the separa¬ 
tions effect of interconnect competition. 
Bell suggests the elimination of terminal 
equipment from the separations process 
• from the interstate jurisdiction) along 
with a compensatory increase in the al¬ 
location of other costs to interstate, in¬ 
volving the remainder of local exchange 

lant (subscriber lines and non-trafflc 

ensitive Central Office Plant) . ,ta Bell 
admits that increase allocation of sub¬ 
scriber lines to interstate could not ex¬ 
actly offset the effects of terminal equip¬ 
ment allocation to intrastate for every 
company in every state. 1 ** However, we 
expect that if such allocations were made 
on an industry-wide basis, most inde¬ 
pendents (which have relatively less in¬ 
vestment in station equipment than Bell) 
would benefit through increased settle¬ 
ments revenues. This point and others 
are worthy of exploration. 3 ** 

228. As noted above, we find no evi¬ 
dence of economic harm in this record 
which would require separations 
changes. 1 '* * However, even if changes were 
required, we believe a serious problem 
would have to be solved before any sepa¬ 
rations changes were implemented. A 
mechanism to ameliorate the impact of 
direct or indirect contribution losses, if 
any, due to interconnect competition 
must be determined to insure that the 
benefits from any separations changes 
actually flow to basic local telephone 
service subscribers. In the past, rarely 
does it appear that a clear connection 
has been established between separations 
changes, interstate and intrastate rate 
reductions or increases, and the existence 
of subsidies, if any, to basic local tele¬ 
phone service subscribers. Steps would 
also be necessary to insure that business 
vertical services, rather than basic local 
telephone services, are not among the 
beneficiaries of separations effects as we 
find they have been in the past. Further, 
as noted below, usage sensitive pricing 
should be considered in conjunction with 
any proposed separations changes. 

229. Usage Sensitive Pricing and In¬ 
terconnection. As found by T-f-E, another 
available alternative which could oper¬ 
ate to neutralize indirect contribution 


We note that separations changes could 
also be utilized to neutralize the loss. If any, 
of direct contributions allegedly made by 
vertical services. Also, as stressed throughout 
T ? E Deliverable P. pp. 45-118, the need for 
;uiy separations changes at all Is highly de¬ 
pendent on the overall market growth stimu¬ 
lus caused by interconnect competition. We 
find below that such market stimulation Is 
occurring, and thus it is likely that there 
has been, or will be. no net revenue or con¬ 
tribution diversion. 

' Bell states that there are problems of 
legality In doing this which might require 
legislation. Bell Ex. No. 45. pp. 22. 

* Bell Ex. No. 45. p. 23. 

:, ‘* We discuss the Bell proposal In connec¬ 
tion with smaller independents later herein, 
see also E Deliverable P. pp. 95-118, for a 
thorough discussion of proposals regarding 
«he need for separations changes and, If so, 
what kind of changes would be appropriate. 

Similarly, usage sensitive pricing 
changes are not required solely because of 
‘he existence of Interconnect competition. 


losses, if any, due to interconnect com¬ 
petition is the initiation of usage sensi¬ 
tive pricing structures for intrastate ex¬ 
change services. 1 * 3 We set forth below ex¬ 
amples of usage sensitive pricing meas¬ 
ures which we believe merit study and 
briefly elaborate on some of our other 
findings with respect to usage sensitive 
pricing. 

230. Most of the telephone companies 
currently utilize flat monthly rates 
rather than usage sensitive pricing for 
local exchange service. While there are 
many reasons for these circumstances, 
and they should be analyzed on a case- 
by-case basis, we note generally that flat 
rate pricing appears to provide little in¬ 
centive for customers to make efficient 
use of service. Essentially, the cost to the 
customer of making a local telephone call, 
after he has subscribed to the service, is 
zero. Yet increased traffic causes in¬ 
creased cost to the utility and requires 
more investment in traffic sensitive plant. 
Traffic sensitive plant may be as much 
as half of all exchange plant in the larg¬ 
est cities, and may be at least 20 percent 
of exchange plant in the smallest. 104 Us¬ 
age insensitive pricing also appears to 
increase the allocation of exchange plant 
to intrastate, thereby raising intrastate 
revenue requirements and rates. On the 
other hand, usage sensitive charges for 
exchange service (which could vary by 
time of day, distance, and duration) ap¬ 
pear to provide an incentive for custom¬ 
ers to conserve their use of the telephone 
system (and also to make such calls at 
off-peak hours when they do not add to 
the need for plant). Since there is no such 
suppressive incentive in the case of cur¬ 
rent flat rate local calls, the percentage 
of the time that exchange plant is in use 
that is being used for intrastate purposes 
is raised. Since exchange pl&nt and ex¬ 
penses are allocated to interstate on the 
basis of relative minutes of use, the ef¬ 
fect of usage insensitive pricing then is 
generally to raise intrastate revenue re¬ 
quirements and rates. Conversely, the 
effect of usage sensitive pricing w r ould 
generally be to lower intrastate revenue 
requirements and rates. A lower intra¬ 
state revenue requirement would make 
intrastate services, such as basic local 
exchange services, less dependent on any 
subsidy obtained from interstate via the 
separations mechanism. Thus, to the ex¬ 
tent there may be an adverse effect from 
interconnect competition which results 
in a reduced interstate subsidy <i.e., re¬ 
duced indirect contribution) td Intra¬ 
state services including local basic ex¬ 
change services, usage sensitive pricing 
could operate to neutralize this subsidy 
loss. 

231. We cannot go further and con¬ 
clude that basic local exchange rates are, 
in fact, higher today because of usage 
insensitive pricing since most states 
(California is the main exception) do not 
allocate the intrastate toll and local ex¬ 
change revenue requirements on the 
basis of the jurisdictional separations 
formula. However, if the intrastate rev¬ 
enue requirement were allocated between 
toll and exchange services in a manner 
parallel to that provided for in the juris¬ 


dictional separations manual, the effect 
of usage insensitive pricing would be to 
raise local exchange rates, if a state al¬ 
located the intrastate revenue require¬ 
ment on the basis of the proportion of 
costs directly attributable to local ex¬ 
change and toll. 

232. At the outset, we note that the 
potential cost savings due to more eco¬ 
nomically rational tariffs has not been 
widely explored in telephony. We re¬ 
ceived little information in this inquiry, 
but we have attempted to explore the 
matter through other sources. We find 
that there are potential cost savings 
through efficiency gains in the use of ex¬ 
isting plant and potentially reduced in¬ 
vestment for new plant. We recognize 
that the cost of metering equipment is an 
important factor and that the potential 
for cost savings may be limited in some 
exchanges or that some telephone com¬ 
panies may find it more advantageous 
than others. In any event, as noted above, 
usage sensitive pricing certainly merits 
thorough exploration by the telephone 
industry irrespective of its use as an 
ameliorating response to interconnect 
competition. 

233. In designing an economically ra¬ 
tional tariff structure, costs must be 
examined to determine their variability 
with usage. Some costs are not traffic 
sensitive and might be reflected in a cus¬ 
tomer charge or a “network access” 
charge.* 06 Some costs derive from the use 
of common equipment and vary with the 
number of calls. Other costs vary with 
the duration of calls. Some costs vary 
with distance and duration. A properly 
designed usage sensitive tariff should re¬ 
flect these cost differences to the great¬ 
est extent possible. We have carefully 
evaluated testimony from the NYPSC 100 
and as a result we suggest that it would 
be useful to consider tariffs having some 
of the following elements: 


"»T-f E finds that several reasons exist for 
Initiating usage sensitive pricing irrespective 
of the existence of interconnect competition 
and its alleged adverse economic Impact, e.g., 
usage sensitive pricing encourages more ef¬ 
ficient use of existing plant Investment and 
a reduction In new plant Investment. How¬ 
ever. if it 1s viewed only as a response to In¬ 
terconnect competition such factors as 
market growth stimulation caused by inter¬ 
connect competition also become important. 
As noted previously. T-fE finds it Is likely 
that very modest market growth stimulation 
caused by Interconnect competition, coupled 
with usage sensitive pricing, could operate 
fully to neutralize a revenue requirements 
shift, i.e.» indirect contribution lass, result¬ 
ing from Interconnection. We agree with 
T IE. OTP claims usage sensitive pricing In 
conjunction with separations changes could 
fully neutralize the Jurisdictional impact of 
Interconnection. 

144 GTE lecture on usage sensitive pricing 
given to the Commission's Common Carrier 
Bureau staff February 27, 1976. 

,a& As noted previously, the "network ac¬ 
cess" charge could be the focal point for any 
direct or indirect subsidy to basic local tele¬ 
phone service that society finds Is warranted 
This assumes, of course, that terminal equip¬ 
ment services, such as PBX and KTS. are 
priced to cover their total costs. 

*** NYPSC Case No. 26775. Supra, n 136 
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1. A station equipment charge lor all items 
of station equipment provided by the tele¬ 
phone company, i.e., "unbundled'* terminal 
equipment charges. 

2. A "network access" or "customer" charge 
to cover local loops, station wiring up to 
the connecting block, and dedicated central 
office plant (such as the main frame and the 
appearance of the line finder). Business office 
expenses could also be recovered herein. 

3. A charge per call. On exchanges with 
little common equipment this could be 
waived. This charge could vary by time of 
day. 

4. A charge per minute. This charge could 
also vary by time of day. 

6. Charges for special services, such as local 
directory assistance. 

6. On calls beyond the customer’s local 
central office, the charges per call and per 
minute could vary with distance. 

7. Non-recurring charges could be based 
on local practices, but we believe the follow¬ 
ing should be considered: 

a. a charge for the paperwork involved in 
a service order which could vary with what 
Is ordered; 

b. a charge for the central office work In¬ 
volved in a service order which could vary 
with what must be done; 

c. a charge for connecting the customer’s 
premises to the network. Including a charge 
for basic inside wiring (up to the first con¬ 
nection on the premises) which could vary 
with the type of customer; 

d. a charge for additional inside wiring on 
a per foot or per Jack (connecting block) 
basis. This amount could vary with the type 
of customer equipment to be connected; 

e. a charge for installing station apparatus, 
which could vary with the type of equipment 
to be connected. 

We also believe that moves and rear¬ 
rangements could be fully charged for 
at the time performed, and that non¬ 
recurring costs could be segmented from 
recurring charges. There is some evidence 
that business customers in many areas 
are being undercharged for moves and 
rearrangements because of averaging 
with residential customers.*® 7 We also rec¬ 
ommend a thorough examination of 
extended area service rates, particularly 
the relationship of such rates to asso¬ 
ciated costs. 5 '* 

234. When it is realized that even dur¬ 
ing the business day there may be slack 
usage periods, e.g., before 10 am, between 


107 Dittbcrner Associates, "Interconnection, 
An Economic Impact Analysis", Appendix D, 
OTP-Con tract OTP-SE-72-113. Detailed anal¬ 
ysis of this report by OTP Indicates that the 
results are dependent on several assumptions 
and OTP found that most these assumptions 
were unsupported. We cite this report be¬ 
cause it is the only study of the problem of 
differential cost of moves and rearrangements 
that has come to our attention. The issue of 
cross-subsidization In moves and changes Is 
hard to study, since the cost that is not re¬ 
captured Immediately must be recovered in 
the undifferentiated pool of recurring 
charges. Thus due to the capitalization of 
station equipment and connections into an 
undifferentiated account. It Is not possible 
to determine whether the allocations pres¬ 
ently made are justified on any of the bases 
we consider—direct cost, incremental cost, 
fully distributed cost, etc. 

w Extended area service is basically tele¬ 
phone service which includes service beyond 
a subscriber’s exchange or zone at exchange 
rates rather than toll rates. 


12 pm and 2 pm, and so forth, it appears 
that some cost savings could be affected 
by transferring calls to those periods. We 
have seen the results of a toll tariff in 
South Dakota that transferred a large 
amount of traffic by giving 20 percent 
discounts at 12 noon and after 4 pm.*'* 
There may also be seasonal peaks in cer¬ 
tain areas, and not just where tourism 
and recreation are important industries. 
Seasonal tariffs are w r ell established and 
accepted in the electric utility industry, 
and we believe they should be explored in 
the field of telephony as well. 

235. Our experience with respect to 
time of day charges has been successful. 
We have found demand, particularly 
residential demand, to be quite sensitive 
to price differences. We have not at¬ 
tempted to measure the cost savings ac¬ 
crued when we ordered the initial “after 
nine” rates in April 1963, but we do note 
that there was a substantial interstate 
net revenue increase of 10 percent, des¬ 
pite the transfer of $46 million in reve¬ 
nue requirements from intrastate to in¬ 
terstate in 1962. m 

236. If usage sensitive pricing is ini¬ 
tiated for basic local exchange service, 
it is likely that some subscribers, depend¬ 
ing on the extent of their usage, could 
pay more for basic service while others 
could pay less. It has also been argued 
that usage sensitive pricing would raise 
the cost of service to the poor who are 
allegedly heavy telephone users. No evi¬ 
dence on this matter was submitted in 
the present inquiry. What evidence we 
have seen is for three exchanges in Illi¬ 
nois. While we are reluctant to generalize 
from so limited a sample, this evidence 
indicates that telephone usage generally 
increases with income, and that the poor 
and elderly are relatively light users.* 11 


South Dakota Study, "Interstate Long 
Distance Telecommunication Service, AT&T”. 
1969. 

110 Richard Gabel. "Development of Sepa¬ 
rations Principles in the Telephone Indus¬ 
try," East Lansing, Michigan State Univer¬ 
sity, Institute of Public Utilities, 1967, p. 
103. 

*** Illinois Commerce Commission, Docket 
No. 76-0069, Ex. No. 3. in Bell Ex. No. 21 there 
is presented an analysis of demand for basic 
residential exchange service and a associated 
demographic analysis undertaken for Bell by 
National Economic Research Associates, Inc. 
The purpose of the study was to Investigate 
quantitatively the economic and demo¬ 
graphic determinants of telephone availabil¬ 
ity Including age, urbanism, education, race, 
region of residence and family type and es¬ 
pecially Income level. The study was based on 
reported availability, not use, of the tele¬ 
phone. Chief findings Include: (a) availabil¬ 
ity tends to vary directly with income, age 
and urbanism, is higher among whites and 
lower in the South; and (b) availability does 
seem to be price sensitive, but the degree 
of sensitivity varies Inversely with the In¬ 
come level; estimates of (arc) price elastici¬ 
ties vary from virtually zero (for households 
with annual income greater than $12,000) to 
.29 (for households with annual Incomes less 
than $3,000); also varies with age and family 
type. T-fE finds the study to be of question¬ 
able value for this inquiry. T-fE Indicates 
that at best, one can say price sensitivity 
seems to vary somewhat with Income level. 


237. The foregoing discussion is not in¬ 
tended to be exhaustive of all the rami¬ 
fications relating to the initiation of 
usage sensitive pricing and possible sep¬ 
arations changes. Usage sensitive pricing 
certainly deserves active study by the 
telephone industry, and any further con¬ 
sideration of competitive effects from in¬ 
terconnect competition must include also 
a look at usage sensitive pricing and sep¬ 
arations as possible neutralizing mecha¬ 
nisms of any adverse economic impact 
that might arise. Therefore, we expect 
that the parties will address this subject 
comprehensively in the further stages of 
this inquiry. 

C. MARKET AND MARKET SHARE FORECASTS OF 
INTERCONNECT COMPETITION 

238. One measure of the competitive 
effect of interconnect competition is the 
market penetration vis-a-vis the tele¬ 
phone companies achieved by intercon¬ 
nect companies to date and forecasted 
market penetration in the future. Indeed, 
we find that estimates of historical mar¬ 
ket penetration and forecasts of inter¬ 
connect company market penetration in 
the future w T ere basic to the validity of 
all the contribution loss claims we con¬ 
sidered above. Thus, we have already 
stated some of our findings with respect 
to market penetration estimates. We ad¬ 
dress the subject in more detail herein to 
clarify the nature and the extent of in¬ 
terconnect competition. 

239. Thus, in Appendix C below, we 
present forecasts of the PBX and KTS 
markets in 1975, 1980. and 1984. Basic¬ 
ally, both T+E and we find that studies 
presenting the forecast are without 
merit. Assuming arguendo the validity of 
the forecasts presented, they point to in¬ 
significant market penetration to date, 
perhaps 5 percent as a maximum, and 
to a potential interconnect company 
market share of well under 20 percent by 
1984. In the Appendix, however, we find 
indications that much of the intercon¬ 
nect market may be an addition to the 
telephone carriers’ markets, so that even 
if the telephone carriers have 80 percent 
of the total market by 1984 (which we 
believe is a conservative estimate), they 
will have a much higher dollar share of 
the market than they would have had 
absent interconnect competition. In the 
further stages of this inquiry, we expect 
parties to provide realistic estimates of 
markets and market share penetrations 
which take into account likely innova¬ 
tive. technological and pricing responses 
by telephone carriers and market stim¬ 
ulation caused by interconnect competi¬ 
tion. We expect such filings to examine 
in greater detaU the main station and 


but the estimated variations at all Income 
levels are very low. T-fE notes that not only 
is teelphone avallbility inelastic but almost 
completely so and that this would suggest 
(income effects aside) that modest changes 
in the charge for exchange service would 
have very little effect on the universality of 
service. T-fE also Identifies several technical 
problems with the study. For example, it 
finds there Is an obvious deficiency in using 
reported telephone availability as a proxy for 
telephones In use. See T-f E DeUverable A. 
p. 41. 
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residential and business extension mar¬ 
kets. 

D. INNOVATION AND INTERCONNECT 
COMPETITION 

240. We consider in this section the 
subjects of innovation by interconnect 
and telephone companies and public 
benefit in the post-Carterfone competi¬ 
tive marketplace. 

241. The telephone industry, especially 
Bell, argues that research and develop¬ 
ment and innovation has been helped by 
vertical integration and that intercon¬ 
nect competition could hinder innovation 
as well as research and development. 175 
Some of the telephone company re¬ 
spondents. such as Bell an GTE, also 
identify particular innovations provided 
by the telephone industry. It appears 
that the telephone industry also claims 
that the terminal equipment market may 
be a natural monopoly. CBEMA. IBM. 
ITT. MCI. NATA. Phonetele, ABC. CBS. 
NBC. API, Bunker Ramo. Commercial 
Metals, Krigger, Utilities Telecommuni¬ 
cations Council (UTC), and OTP gen¬ 
erally provide comments or evidence 
challenging the telephone industry 
claims. For example, CBEMA, MCI and 
OTP f among others, argue that the pro¬ 
vision of terminal equipment is not a 
natural monopoly. Several of these 
parties (such as API, CBEMA, IBM. ITT. 
UTC and the commercial television net¬ 
works) cite public benefits from inter¬ 
connect competition such as innovation 
by interconnect companies and broad¬ 
ened customer choices in the purchase or 
leasing of terminal equipment. Finally, 
several parties (such as OTP, MCI, IBM, 
ITT. API and UTC) argue that intercon¬ 
nect competition has actually stimulated 
telephone companies to be more innova¬ 
tive in their terminal equipment product 
lines than they would have been in the 
absence of competition. 

242. Innovations may materialize in 
many forms: In equipment perform- 
since “Carterfone’*, both by interconnect 
manufacturing processes which lead to 
cost reductions: in design changes which 
lead to optimal use of material sources 
and energy: in improved reliability and 
maintainability; and in an array of pric¬ 
ing and payment options which take into 
consideration the time value of money, 
equipment features packages, and un¬ 
bundling of other packages into discrete 
offerings for maintenance, installation, 
instruction, etc. As set forth below, we 
find substantial evidence of innovation 
since “Carterfone**, both by interconnect 
companies and telephone carriers, in a 
wide variety of terminal devices and pri¬ 
vate communications systems such as 
data modems KTS and PBXs. 

243. In the early 1960’s, users of com¬ 
puters were in general limited to carrier 


173 Our findings herein that both intercon¬ 
nect suppliers and telephone carriers have 
been innovative in the post-Carterfone com¬ 
petitive marketplace is not to be construed 
as a Judgment on the many complex Issues 
relating to a vertically integrated BeU System 
now before the Commission in Docket No. 
19129, Phase H. 


modem (data set) equipment because of 
telephone company tariffs which pro¬ 
hibited connection of other than carrier 
owned equipment to the public-switched 
network. In the mid-1960’s, as computers 
became more important in telecommuni¬ 
cations and faster, a demand arose for 
more sophisticated and higher speed 
modem equipment. The telephone com¬ 
panies at first responded slowly to these 
new demands, but interconnect com¬ 
panies responded dramatically. For ex¬ 
ample. as early as 1965 a non-carrier 
modem which allowed a data transmis¬ 
sion speed of 4800 bps was marketed, but 
Bell did not market a 4800 bps data set 
until mid-1972. 173 Also, in the 1968-1969 
time period interconnect companies in¬ 
troduced 7200 and 9600 bps modems, but 
the Bell System first marketed a 9600 bps 
modem in 1974. UI Nevertheless, we find 
that Bell has reacted to the competition 
from independent modem suppliers. For 
example, in January, 1972, Bell’s Cus¬ 
tomer Products Council (CPC) approved 
a competitive response which involved 
among other things: (a) proposed new 
data set development; (b> improved 
tariff provisions such as optional pay¬ 
ment plans; (c) streamlined product 
lines by removing the “low mover 
modems;" and (d) an improvement in 
service quality in such areas as installa¬ 
tion, maintenance, repair. etc. m The 
post-Carterfone modem market today 
consists of at least 50 different manufac¬ 
turers making more than 280 models of 
modems. 17 * 

244. We find, as is the case with mod¬ 
ems. the KTS and PBX markets have 
also been characterized by substantial 
innovation in the years since Carterfone. 
As of year-end 1973 there were 39 vari¬ 
ous KTS systems, 3 of which are made 
by Western Electric, accounting for 115 
individual features and/or configura¬ 
tions, from 17 suppliers and 15 manu- 
facturers. m In regard to PBX equipment, 
as of November 1972 there were 163 dif¬ 
ferent PBXs available on the market (of 
which 13 were Western Electric prod¬ 
ucts). manufactured by 28 companies, 
and having 180 standard and optional 
features. 17 ' 1 An example of a significant 


3731 CBEMA Comments, p. 24. IBM Com¬ 
ments, p. 7. 

174 CBEMA Comments, p. 24. 

Minutes of Bell's CPC meeting, Janu¬ 
ary 1. 1972. pp. 2-3. Trial Staff Ex. No. 1973. 
Docket No. 19129, Phase II. See also minutes 
of Bell's CPC meeting. July 29. 1971, con¬ 
cerning analysts of 100 series data equip¬ 
ment, data set competition study, dataspeed 
KSR and data sets 202. Trial Staff Ex. No. 
172. Docket No. 19129, Phase II. 

m CBEMA Comments, Appendix A «Data- 
pro Research Corp. Report). 

177 CBEMA Comments, p. 38. CBEMA fur¬ 
ther stated that a recent survey showed at 
year end 1973 a total of 1.04 million KTS sup¬ 
plied by Interconnect companies out of a 
total of approximately II million sets. See 
also Frost and Sullivan, pp. 147-159. 

m CBEMA Comments, pp. 36-37 and IBM 
Comments, p. 5. See also Frost and SuUlvan. 
pp. 30-146 for a very thorough discussion of 
the variety of Interconnect company and 
carrier PBX offerings. 


response by Bell to PBX interconnect 
competition was Bell’s establishment of a 
Joint AT&T/Wes tern Electric/Bell Lab 
project team in Denver to develop com¬ 
petitive PBXs. 17 * The first product de¬ 
veloped at the Western Electric Denver 
plant was the 812-A PBX which ad¬ 
vanced from design to production in only 
13 months, well below previous product 
development time intervals. 1 * CBEMA 
also details other terminal equipment in¬ 
novations by both interconnect com¬ 
panies and telephone carriers in the post- 
* 4 Carterfone’’ years in teleprinter equip¬ 
ment. CRT display terminals, remote 
batch terminals, point of sale terminals, 
banking terminals, credit card authoriza¬ 
tion systems, telephone and recording 
systems, facsimile equipment, and call 
dispatchers and toll restrictors. 1 * 1 Thus, 
both we and T-f-E find substantial evi¬ 
dence of innovation by both interconnect 
and telephone companies in the post- 
“Carterfone” years. 

245. Further, we find no evidence in 
this docket of natural limitations in sup¬ 
ply such as economies of scale, substan¬ 
tial economic barriers to entry or condi¬ 
tions of service which would support a 
finding that there is a natural monopoly 
in the provision of terminal equipment 
or private communications systems. 
Moreover, electric and gas utilities are in 
some ways similar to telephone com¬ 
panies. In each case, the service pro¬ 
vided travels the lines of the electric 
or gas company, and telephone company, 
to a terminal piece of equipment. Elec¬ 
tric and gas companies do not normally 
supply the terminal piece of equipment. 

246. Accordingly, based upon our ex¬ 
perience. the T-f E analysis, and this rec¬ 
ord, we find the interconnect competitive 
marketplace has been characterized by 
innovation on the part of both intercon¬ 
nect and telephone companies, thereby 
affording the public a wide range of 
choices regarding the terminal device 
or private communications system which 


’r»The "Denver Story", Western Electric's 
PBX plant, as presented to the AT&T cabinet. 
October 3, 1969 and the Denver Concept and 
PBX Development, as presented at Sky Top 
Conference. September 27. 1973. by J. W. 
Schaefer (Bell Labs). See Trial Staff Ex. 
Nos. 153 and 154, respectively, Docket No. 
19129. Phase 11. 

lstJ See MCI Comments, pp. 34-39, for this 
and other examples of Bell's Innovative re¬ 
sponses to Interconnect competition. Exam¬ 
ples of Innovative responses by Bell are found 
In several other filings herein also. See, eg., 
API Comments and Phonetele Comments. 

CBEMA Comments, pp. 22-40, Appen¬ 
dices A-D. See also Frost and Sullivan, pp. 
160-177, for a description of Interconnect 
company and telephone company terminal 
equipment offerings other than KTS and 
PBXs. API also presents a listing of innova¬ 
tions by both telephone companies and inter¬ 
connect companies In the post-Carterfone 
years, API Comments, pp. 16-19. BII Ex. No. 
30 contains an extensive list of Innovations, 
product Improvements and style changes by 
the Bell System In KTS, PBX, Centrex and 
automatic call distributors. Significantly, the 
number of post-Carterfone innovations (23) 
claimed by the Bell System is larger than the 
number of pre-Carterfone Innovations (16). 
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best serves their needs.Benefits include 
availability of new equipment features, 
improved maintenance and reliability, 
improved installation features including 
ease of making changes, competitive 
sources of supply, option of leasing or 
owning/’*’ and competitive pricing and 
payment options/” 4 Although it is diffi¬ 
cult to predict future innovative devel¬ 
opments, because so much is dependent 
on new product lines and new marketing 
strategies adopted by the telephone car¬ 
riers in response to competition, it ap¬ 
peal's likely that the public will continue 
to benefit from the competitive inter¬ 
connect marketplace in terms of innova¬ 
tion in the immediate future. 

E. TELEPHONE COMPANY PRICING RESPONSES 
TO INTERCONNECT COMPETITION 

247. While innovation and new product 
development has been and we believe will 
continue to be a sigificant form of re¬ 
sponse by telephone companies to inter¬ 
connect competition, we find another sig¬ 
nificant response has been and will con¬ 
tinue to the telephone company pricing 
responses. The major area opened to the 
threat of terminal equipment competi¬ 
tion (PBX. KTS, modems, etc.i makes up 
perhaps 10 percent of Bell System rev¬ 
enues. In these areas (and others) the 
Bell System carriers have emphasized 
before various state regulatory commis¬ 
sions their need to move away from a 
“value of service” pricing approach to a 
“cost*’ approach apparently to meet in¬ 
terconnect competition/* While it is ap¬ 
propriate for the telephone companies to 
competitively price their terminal equip¬ 
ment and other services, of course, regu¬ 
latory scrutiny should be given to these 


,Ht See also. Docket No. 19528, supra. 35 FCC 
2d at 542. We note that in some cases Bell 
operating companies purchase modems, KTS, 
PBX. etc. from interconnect suppliers to use 
In their own service offerings rather than re¬ 
lying solely on Western Electric for such 
equipment. It has been alleged that inde¬ 
pendent telephone companies rely on inde¬ 
pendent interconnect suppliers to an even 
greater extent. 

Some telephone companies are consider¬ 
ing departing from the traditional leasing 
arrangement for terminal equipment. E.g., 
Central Telephone and Utilities Corp., the 
fourth largest independent, has announced 
a trial plan to allow business customers to 
purchase PBX and KTS systems as part of 
its “response to competition within the tele¬ 
communications Industry.” See Telecom¬ 
munications Reports. August 23. 1970. p. 12. 
Similar views regarding the sale of PBXs to 
customers were given by a United Telephone 
System executive representative See “Inter¬ 
connection, Today’s Solution,” Teleprinter 
Engineer and Management, June 15, 1971. 

lHi It is also likely that interconnect equip¬ 
ment has stimulated network traffic and im¬ 
proved network efficiency. See comments of 
Robert E. Bennis, Director-Corporate Tele¬ 
communications of the Westlnghouse Elec¬ 
tric Corporation of 87th Annual NARUC 
Convention in Boston on November 0. 1976. 
Telecommunications Reports. November 10, 
1975. pp. 36-37. 

ltc Significantly. a FCC staff study of 14 
interstate and intrastate rate Increase re¬ 
quests in 1975 granted or still pending re¬ 
vealed that none were requested on the 
grounds of competitive impact. Information 
was obtained from PUR Reports. 


pricing responses in order to insure that 
the specific rate reductions requested are 
not so extensive as to cause certain cus¬ 
tomer classes who are not subject to com¬ 
petition to pay more than their fair share 
of the costs/* This scrutiny should also 
include a thorough examination of the 
costing methodologies utilized by the 
telephone companies. 

248. A fairly common practice by the 
new vendors of terminal equipment was 
to enter into three, five or seven year 
periods of payment for the capital costs 
of a PBX (or shorter period for key sys¬ 
tems) with the customer obligation 
thereafter limited to periodic mainte¬ 
nance charges. The practice contrasted 
with prevailing common carrier pricing 
arrangements. Under Bell System pricing 
practice, a uniform monthly charge was 
applied indefinitely for the entire dura¬ 
tion of service. As part of its revised 
marketing program “to meet the com¬ 
petition” AT&T introduced a new pricing 
concept applicable to the competitive ter¬ 
minal equipment field. This new concept 
was termed the “Two-Tier Contract 
Plan”.' Implementation of this plan has 
been nearly universal by the Bell Sys¬ 
tem operating companies. Under the two- 
tier plan, the company establishes two 
tiers of rates: Tier A is Intended to re¬ 
cover the capital costs of the equipment— 
depreciation, returns and income taxes. 
These charges are recovered in 3. 5, 7 or 
10 year periods, at customer option, 
through uniform monthly charges. When 
the capital recovery period has been 
completed, no further charges are levied 
under the Tier A rates. Tier B is intended 
for recovery of operating expenses, in¬ 
cluding maintenance and administration. 
While Tier A rates do not vary through 
the life of the contract. Tier B rates are 
subject to variations with general cost 
changes experienced by the telephone 
company. In addition to the Two-Tier 
Contract made available to PBX cus¬ 
tomers. the telephone company has con¬ 
tinued to offer standard monthly tariff 
prices under conventional monthly 
charges. See T-f E Deliverable F. pp. 3-44. 
for a thorough evaluation of two-tier 
pricing and other pricing methodologies 
employed by Bell System operating com¬ 
panies and their import for interconnect 
competition Z* 


The Iowa Commerce Commission In 
Docket No. U-366, had before it Northwestern 
Bell’s proposal for rate reductions in KTS but 
substantial rate increases for monopoly serv¬ 
ices of the company. In a subsequent investi¬ 
gation decided December 23, 1971, the Iowa 
Commerce Commission reinstated the earlier, 
higher KTS charges concluding that “the 
evidenc3 shows a distinct anti-competitive 
effect stemming from the subject rate change 
and respondent’s failure to sustain its burden 
through the production of necessary cost 
data • • V" Show Cause Investigation, 

Docket No. U-366, para. 2. 

‘* 7 We note that Bell System operating com¬ 
panies’ two-tier pricing of PBXs is being con¬ 
tested by NATA in some 20 states. E.g.. the 
Massachusetts Department of Public Utilities 
has rejected New England Telephone’s two- 
tier pricing of Dimension PBXs on the basis , 
“it is unjustly discriminatory against other * 
classes of ratepayers.” Telecommunications 
Reports, April 26. 1976. pp. 1-2. New England 


249. While telephone company pricing 
responses, such as two-tier pricing of 
PBXs. have been effective according to 
T-fE, in combatting interconnect com¬ 
petition in several states, there are other 
telephone company rate practices which 
deserve close scrutiny in the competi¬ 
tive climate. The NYPSC. as noted above, 
has highlighted one of the ways in which 
tradtional telephone company rate struc¬ 
tures could be revised to insure both fair 
terminal equipment competition and to 
accomplish the goal of keeping basic tele¬ 
phone service obtainable at reasonable 
charges to residents. In this regard, see 
our previous discussion of unbundling. 

F. SMALL INDEPENDENT TELEPHONE 
COMPANIES 

250. In the public press there have been 
many statements of concern that the 
Commission’s competitive policies may 
have an adverse economic impact on 
som6 small independent telephone com¬ 
panies. The argument is that a small in¬ 
dependent that loses a PBX or KTS to a 
competitor may lose a large amount of 
revenue, both the direct revenue from 
the PBX or KTS leasing and the in¬ 
direct revenue from jurisdictional toll 
settlements. It is claimed that the loss in 
revenues is greater than the reduction 
in annual operating expense, and that 
furthermore the telephone company may 
have difficulty in recovering its un¬ 
depreciated investment through reuse or 
resale of the PBX or KTS. Such cir¬ 
cumstances. it is claimed, would neces¬ 
sitate increased charges for basic tele¬ 
phone service within the area served by 
such a company. 

251. Despite our specific request for in¬ 
formation on such occurrences, we have 
reecived only theoretical discussions of 
the possibility. Our analysis indicates 
that there is little liklihood of widespread 
PBX and KTS loss by independent tele¬ 
phone companies, and we have not heard 
of examples of such loss causing rate in¬ 
creases. It appears that small independ¬ 
ents have not been experiencing PBX 
and KTS losses, or have not been suf¬ 
ficiently affected by such losses to state 
their cases before us or in any other pub¬ 
lic forum. Certainly, the submissions 
from GTE. UTS. CTC, and the NTCA 
have not made any claims or established 
that such losses have occurred. 

252. Our analysis indicates that PBX- 
KTS interconnection is still largely an 
urban phenomenon, and is likely to re¬ 
main so in the forseeable future. To be¬ 
gin with, small telephone companies have 
few PBX’s or KTS’ to lose, so there is 
little risk from competition. In rural 
areas it is hard for interconnect com- 


Telephone has appealed to the Massarhuset? 
Supreme Judicial Court. The Nebraska Pub¬ 
lic Utilities Commission approved a two-tier 
pricing plan for Dimension PBXs but dis¬ 
allowed Tier A rat’s because such rates were 
fixed and not subject to change. Telecom¬ 
munications Reports, July 6. 1976. p. 21. The 
Georgia Public Service Commission recently 
dismissed complaints challenging the lawful¬ 
ness of Southern Bell Teelphone Company’s 
two-tier pricing of Dimension PBXs In 
Georgia. Telecommunications Reports 
August 30. 1976, p. 30. 
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panies to locate potential PBX-KTS cus¬ 
tomers and to make creditable promises 
of service. In urban areas the intercon¬ 
nect companies are more successful, but 
small Independents that do serve a few 
urban areas have the resources to enable 
them to compete success!ully and are able 
to reuse or resell displaced PBX’s and 
KTS’s when necessary. They would, of 
course, be less affected than small rural 
companies by the loss of one or two 
PBX’s or KTS’. Bell and the large inde¬ 
pendents (GTE, CTC and UTS) repre¬ 
sent approximately 95 percent of the 
telephone industry and the remaining 5 
percent are the small independents. 
Thus, the potential problem is minimal 
and is a special situation. 

253. Still, we have investigated what 
could be done if the problem should 
materialize. We have isolated two ele¬ 
ments of the problem—the direct loss of 
PBX or KTS revenue, and the indirect 
loss of settlements revenue. The loss of 
PBX and KTS direct revenue could 
clearly be compensated for by “un¬ 
bundling”—by ensuring that line charges 
and network access charges are com¬ 
pensatory and profitable. The indirect 
loss of settlements revenue was addressed 
by only one respondent in this inquiry, 
AT&T, which suggested in Bell Ex. No. 
45 that station equipment be removed 
from the settlements procedure, with a 
concurrent adjustment in the subscriber 
plant factor on customer access lines to 
keep total settlements unchanged. 

254. T-fE has analyzed the Bell pro¬ 
posal in some detail and we have com¬ 
mented on it elsewhere. We find that it 
appears to have sufficient merit to war¬ 
rant further investigation as a possibility 
for consideration whether or not PBX 
or KTS loss by small Independent tele¬ 
phone companies begins to affect rates 
for basic service. The Bell proposal has 
several advantages. By removal of station 
equipment from the settlements proce¬ 
dures (which Bell claims will require leg¬ 
islation), Bell’s proposal facilitates our 
competitive policy by removing the po¬ 
tential adverse impact on settlements. 
Also, by removing the interstate absorp¬ 
tion of twenty percent of PBX and KTS 
costs, the Bell proposal will make com¬ 
petition fairer by making it harder for 
telephone companies to set rates too low 
because they or regulatory bodies may 
mistakenly compare all of the revenue 
with only the eighty percent of the cost 
that Is allocated to intrastate service. 
The elimination of the risk of such an 
incorrect comparison may also benefit 
consumers of basic telephone service 
since it will facilitate the setting of sta¬ 
tion equipment rates high enough so that 
station equipment does not absorb the 
subsidy that interstate revenue supplies 
through the settlements process. Pre¬ 
liminary analysis also suggests that re¬ 
moval of station equipment from the 
separations-settlements procedure may 
cause a greater proportion of interstate 
revenue to go to the very independents 
that have the smallest relative amount 
of station equipment, and which are 
therefore at greatest theoretical risk 
from competition. Finally, we note that 


the Commission may always entertain 
specific requests for waivers of its inter¬ 
connection policies. See “Mebane Home 
Telephone Company, supra and Puerto 
Rico Telephone Company”, 57 FCC 2d 
1202 (1976), appeal pending. Case No. 
76-1134 (1st Cir.) Thus, we will explore, 
in conjunction with State regulatory 
authorities. Bell*fc proposal and any al¬ 
ternative proposals that we receive. 

G. SUMMARY 

255. Based on detailed evaluations by 
T-fE and our staff of the comments and 
studies submitted in this proceeding, and 
other record evidence, we conclude that 
interconnect competition has had no dis¬ 
cernible adverse impact to date on tele¬ 
phone industry revenues or on basic lo¬ 
cal telephone service rates and avail¬ 
ability, and that there is very little likli- 
hood of any adverse impact in the near 
future. We note that claims of economic 
harm, as well as technical harm, were 
made in “Carterfone” and Docket No. 
19528 by the telephone industry. Our 
findings and conclusions herein are dis¬ 
positive of such economic claims. In view 
of this determination we find no need 
at the present to alter either the “Car- 
terfone” policy or our registration pro¬ 
gram in Docket No. 19528. We intend, 
however, to keep this proceeding open 
and to continue our own surveillance of 
economic developments in this field. 
Should a need arise to reevaluate these 
policies, we shall thus be fully prepared 
to do so. 

256. The telephone industry contribu¬ 
tion studies claimed that significant reve¬ 
nue contribution was being provided by 
terminal equipment, particular PBXs 
and KTS’, and that this served to main¬ 
tain lower local telephone service rates. 
Our examination reveals that in fact, the 
terminal equipment, such as PBXs or 
KITS’ are probably recipients of subsidy 
or contribution from either interstate 
telephone service or basic local telephone 
services. Claimed terminal equipment 
contributions were found to be non¬ 
existent by the NYPSC in New York and 
basic local telephone users were found 
to be subsidizing terminal equipment 
services such as PBX and KTS services. 
Under such circumstances, basic local 
telephone service may actually benefit 
when underpriced and subsidized ter¬ 
minal equipment business is lost to inter¬ 
connect competition. Findings from 
Massachusetts and Vermont studies sup¬ 
port the NYPSC results. 

257. We also find that market penetra¬ 
tion by interconnect companies is insigni¬ 
ficant to date (as admitted by SAI and 
the SRI studies), perhaps 5 percent in 
the PBX and KTS markets which are the 
primary competitive markets. Even by 
1984, the maximum penetration is likely 
to be well under 20 percent. However, 
even these penetration figures are mis¬ 
leading. The studies supplying such fig¬ 
ures generally ignore the overall market 
stimulation caused by interconnect com¬ 
petition (which results in net revenue 
benefits to both telephone and inter¬ 
connect companies thereby neutralizing 
telephone industry revenue diversions, 
if any), and also ignore the effect of 
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competitive responses by telephone 
carriers. 

258. We also find that careful scrutiny 
should be given to telephone company 
competitive pricing responses such as 
two-tier pricing of PBXs, and that the 
unbundling of terminal equipment from 
service offerings should be given serious 
consideration. 

259. Finally, we find that interconnect 
and telephone companies have been in¬ 
novative in the post-‘‘Carterfone” mar¬ 
ketplace, resulting in numerous public 
benefits. 

260. While we found on this record on 
evidence that competition has caused 
adverse economic impact to date and 
little liklihood of any in the forseeable 
future, we nonetheless recognize the pos¬ 
sibility that smaller independent tele¬ 
phone companies could in the future suf¬ 
fer a reduction in their share of the 
interstate revenue pool due to distortions 
in the jurisdictional separations and set¬ 
tlement procedures under competitive 
conditions. Thus, we indicated in Section 
F above our intention to develop, in con¬ 
junction with State regulatory authori¬ 
ties. separations changes which will avoid 
the possibility of any such adverse effects. 

V. Impact op Competition From Other 
Common Carriers 

a. introduction 

261. As discussed above, the FCC 
opened intercity private line services to 
“full and fair competition” in our Spe¬ 
cialized Common Carrier decision, 29 
FCC 2d 870 (1971), and has authorized a 
number of carriers to offer specialized 
private line services. In the rulemaking 
proceeding. Docket No. 18920, which led 
to the Specialized Common Carrier deci¬ 
sion, we sought evidence as to the poten¬ 
tial impact of competition on the estab¬ 
lished telephone and telegraph carriers. 
At that time we concluded that ‘‘there is 
no reason to anticipate that new entry 
will have any adverse impact on service 
to the public by existing carriers such as 
to outweigh the considerations support¬ 
ing new entry.” 29 FCC 2d at 920. 

262. The present proceeding was in¬ 
stituted, inter alia, to determine if the 
experience of the past five years of OCC 
operation has borne out our 1971 conclu¬ 
sion. and what further conclusions can 
be reached regarding the possible near 
future economic impact of OCC compe¬ 
tition on the established carriers. In that 
regard, we asked respondents to present 
us with any studies, documentation or 
other Information which would allow us 
to determine the extent to which OCC 
competition has resulted or will result 
in higher rates for residential and busi¬ 
ness customers of all telecommunica¬ 
tions services. We also sought informa¬ 
tion regarding the impact of OCC com¬ 
petition on the introduction of new serv¬ 
ices and technology into the industry, the 
industry structure, the size of the com¬ 
munications market, approaches to be 
taken to ratemaking, cross-subsidies, and 
other areas specified in the appendices 
to our First Supplemental Notice, supra. 
While not all issues were commented 
upon by the respondents, we have re¬ 
ceived a number of filings regarding the 
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general issue of impact of OCC competi¬ 
tion on the rates for local exchange serv¬ 
ice and XXTS and on the issue of 
innovation. 

B. ISSUES 

263. In general the Bell System, indi¬ 
vidual independent telephone companies, 
and USITA contend that competition 
from OCCswill, within 6-10 years, 
cause significant increases in communi¬ 
cations costs for users of both interstate 
and intrastate communications services. 
While AT&T asserts that revenue re¬ 
quirement shortfalls resulting from pri¬ 
vate line competition will necessitate in¬ 
creases in MTS and WATS rates. USITA 
takes the opposite position, contending 
that OCC services will directly impact 
upon MTS traffic such that Bell will find 
it necessary to reduce MTS rates sub¬ 
stantially in order to compete. The effect 
of this. USITA claims, will be a substan¬ 
tial decrease in interstate toll contribu¬ 
tions to intrastate services. The tele¬ 
phone company respondents, in particu¬ 
lar Bell, further asserts that OCC com¬ 
petition will not increase the level of 
innovation within the telecommunica¬ 
tions industry. The OCC respondents 
generally disagree with these claims, as¬ 
serting that the economic impact on the 
established carriers will be insubstantial 
and that OCC competition has caused 
significant innovations and will continue 
to do so. 

264. Rate increases for telecommuni¬ 
cations services will occur, according to 
the telephone company respondents, as 
a result of several factors: (1) Direct 
losses of interstate private line services 
to the OCCs; (2) increases in the unit 
cost of providing intercity communica¬ 
tions services as a result of economies of 
scale that will not be realized due to 
private lines services being diverted from 
AT&T to the OCCs (3) decline in MTS 
and WATS traffic as a result of cross¬ 
elastic effects of private line services of¬ 
fered by the OCCs; (4) decrease in the 
size of the interstate revenue pool avail¬ 
able for divisions of revenues with Bell 
System Operating Companies and set¬ 
tlements with independent telephone 
companies; (5) adjustments in MTS/ 
WATS rates to meet otherwise unmet in¬ 
terstate revenue requirements; <6) 
changes which will probably be made to 
the separations formula. The respond- 

For purposes of this part. OCCs Include 
the specialized terrestrial carriers, value- 
added or resale carriers, and the domestic 
satellite non-telephone company carriers. 


ents' positions regarding these points 
are amplified below. 1 " 

I. DIRECT LOSSES OF INTERSTATE PRIVATE 
LINE SERVICES TO THE OCC’S 

265. The issue here concerns direct 
revenue losses which may occur as a re¬ 
sult of private line customers replacing 
private line services provided by estab¬ 
lished carriers with those secured from 
OCCs. AT&T contends that its losses to 
the Specialized Common Carriers 
(SCCs), through 1974, amount to $16,- 
584,000, while the total revenue gained 
by the SCCs in that period is about $17 
million (AT&T Ex. 8, p. 66). It further 
claims to have lost $7,642,000 to miscel¬ 
laneous common carriers during the pe¬ 
riod June, 1970-January, 1975 (Id., p. 
67). 

266. Bell has also submitted an esti¬ 
mate of SCC and domestic satellite car¬ 
rier capacity by year-end 1977 (Id. pp. 
71-76). These estimates are based upon 
OCC applications for construction and 
operating authority at the time Bell filed 
its exhibits (April, 1975), as well as its 
own market estimates of the total pri¬ 
vate line market. AT&T concludes that, 
if all proposed OCC construction is com¬ 
pleted by year-end 1977, the OCCs will 
have the physical plant capacity of 70- 
105 percent of the estimated total Bell 
private line market and 105-165 percent 
of the estimated Bell private line mar¬ 
ket between the cities expected to be 
served by the OCCs. Bell estimates the 
revenue effect of this OCC competition, 
by year-end 1976, to be $159,811,000 in 
private line revenues Bell would other¬ 
wise have received but for OCC impact. 

267. SPCC disagrees with AT&T’s di¬ 
rect impact figures. It contends that AT 
&T’s projections of losses of revenue to 
the SCCs greatly exceed actual SCC rev¬ 
enue for 1974 and 1975. SPCC predicts 
SCC revenues at substantially below 
AT&T’s loss projections. SPCC points to 
Bell’s projections submitted in the Hi-Lo 
proceeding and notes that the Commis¬ 
sion held these projections to be consid¬ 
erable overestimates of SCC impact. 1 * 0 
For example. SPCC asserts that Bell had 


A recent development which may affect 
the economics of the telecommunications in¬ 
dustry is our Report and Order in Docket 
No. 20097. Regulatory Policies Concerning 
Resale and Shared Use of Common Carrier 
Services and Facilities. FCC 76-641, released 
July 16. 1976. The respondents in Docket No. 
20097 were given an opportunity to address 
the potential economic Impact of resale and 
shared use on the industry, and our find¬ 
ings in that regard appear at paras. 56-62. 65 
and 87 of that Order. Obviously, there was 
no opportunity for comments on resale and 
shared use to be incorporated into this pro¬ 
ceeding, but we shall treat any comments 
submitted in a separate report. 

See AT&T (Hi-Lo) Interim Decision. 55 
FCC 2d 224 (1976); Decision. 58 FCC 2d 382 
(1976). 


projected in its Hi-Lo filing SCC revenue 
of $148 million by year-end 1976, while 
a later tariff filing contains forecasts of 
only $119 million in revenue for both the 
SCCs and the domsat carriers in 1977. 

268. While the revenue losses projected 
by Bell are close to the total revenues of 
the SCCs, SPCC claims that 22 percent 
of its and MCI’s revenues are paid to the 
Bell Operating Companies for local dis¬ 
tribution facilities, and that much of the 
OCC revenue represents new demand. 
SPCC also disagrees that Bell has shown 
any actual losses in private line services 
since 1971. Rather, it contends that Bell 
has increased its private line toll reve¬ 
nues at an annual rate of 8.2 percent 
since 1971, but that the increase in 1975. 
the year in which the largest growth to 
date in SCC revenues has occurred, was 
8.7 percent over 1974. The amount of 
increase, SPCC asserts, was more than 
three times the total SCC revenues for 
the year. SCC revenues for Calendar 
Year 1975 were $34,944,000. See para. 
93 supra. 

269. Our contractor, T-fE, notes dif¬ 
ficulties in analyzing these filings, based 
on (1) different definitions of the time 
periods used in the studies, e.g.. Bell and 
SPCC annualize year-end December fig¬ 
ures while other respondents cite an¬ 
nual revenues, and (2) ambiguities re¬ 
garding precisely what carriers each re¬ 
spondent includes in determining total 
SCC revenues. The contractor concludes, 
however, that SCC 1974 revenues, either 
annual or annualized, were clearly far 
less than the projected loss of $75-80 
million given in Bell’s Hi-Lo filing (Doc k¬ 
et No. 19919*, being instead closer to $10 
million. 

270. Another difficulty T-f-E^ suggests is 
the failure of the parties to present im¬ 
pact figures by category of service. For 
example, it is difficult to analyze AT&T s 
1977 projected impact figures, which ag¬ 
gregate projected losses in MTS, WATS 
and private line service. If certain cross - 
elasticity assumptions in Bell’s filing are 
found unjustified, it is impossible to de¬ 
termine the extent to which its projec¬ 
tions are affected without disaggregation 
of the figures. 

271. We cannot accept AT&T’s asser¬ 
tion that almost 100 percent of OCC rev¬ 
enue represents a loss to the established 
carriers. Bell’s submissions in this regard 
are internally contradictory. First, it as¬ 
serts (in Ex. 8, p. 66) that it can trace 
most of the OCC’s revenue to direct Bell 
losses of private line circuits. No support 
is given for that assertion, and the OCC 
revenue figures cited are not found in 
any reports filed with us nor are they 
justified in any way. Bell’s OCC revenue 
figures are apparently annualized De¬ 
cember results in the years cited, and 
this fact biases them upward. We also 
agree with T-fE that analysis is difficult 
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with Bell using annualized figures and 
other carriers citing calendar 1974 reve¬ 
nues. Since OCC revenue for 1974 was 
less than $6 million, based on Form P 
reports filed with us, the procedure AT&T 
used in annualizing its estimate of OCC 
revenue. $17 million, is misleading. 

272. More important, however Bell in 
no way supports the assertion that the 
OCCs’ gains were direct circuit losses to 
Bell. Ex. 8 enumerates the claimed di¬ 
rect circuit losses to the OCCs, again 
without support. In fact, in two cases, 
the number of losses which Bell claims 
exceeds the number of circuits gained by 
the competing carriers. 

273. For year-end 1977, Bell predicts 
a net revenue loss of $247 million to the 
OCCs from all interstate services with¬ 
out the Hi-Lo rates. With the Hi-Lo rates 
in effect, the loss will be reduced by $29 
million (AT&T Ex. 10, p. 6). Bell cites in 
support of these estimates its own fil¬ 
ings in Docket No. 19919, the Hi-Lo cases. 
In deriving the figures, AT&T assumed it 
would file no rate response in order to 
compete with the OCCs. However, the 
competitive Hi-Lo rates were in effect 
from June 13, 1974 until August 20, 1976, 
when they were replaced by a further 
competitive response, the Multi-Schedule 
Private Line (MPL) rates." 11 Bell further 
anticipates that the MPL tariff will pro¬ 
duce increased revenues over the Hi-Lo 
rates during each of the years 1977-79 
(cost support data filed with MPL tariff 
schedules. April 1976, Vol. IV, pp. 2-1, 
3-1, 4-1). 

274. Bell’s projections of substantial 
losses to the OCCs during the period 
1974-77 in the absence of any competi¬ 
tive rates response are clearly unrealis¬ 
tic. since Bell in fact filed two successive 
competitive responses, Hi-Lo and MPL. 
Bell asserts that MPL is both a reason¬ 
able response to competition by de-aver¬ 
aging private line rates, and is closer to 
the actual costs of providing service than 
either Hi-Lo or its predecessor tariff 
schedule. 1 - While we take no position re¬ 
garding the validity of these contentions, 
our staff analysis indicates that the rate 
levels within the MPL schedules are 
largely competitive with those of the 
OCCs. 1M Accordingly, we cannot accept 
as valid any estimates of losses to Bell 


m The MPL filing Is presently under in¬ 
vestigation in our Docket No. 20814. 

ina Material accompanying and associated 
with AT&T Transmittal No. 12546, filed April 
19. 1076. 

““The MPL rates have been set for inves¬ 
tigation in our Docket No. 20814, Memoran¬ 
dum Opinion and Order, 59 FCC 2d 428 

(1976). 


from OCC competition that do not take 
Bell’s rate responses, either Hi-Lo or 
MPL. into account. 

275. A further Bell assertion is that the 
OCCs w r ill by the end of 1977, have sub¬ 
stantial excess capacity and thus will be 
able to^ absorb all of Bell’s private line 
traffic.“’This excess capacity, Bell con¬ 
tends, will cause the OCCs to divert traf¬ 
fic from MTS and WATS in order to fill 
their systems. While we believe that 
AT&T has overestimated the potential 
capacity of the OCCs (and would like to 
see the analysis of microwave and satel¬ 
lite applications which were pending in 
1974 to which Bell refers), we disagree 
with the unjustified assumption that any 
excess capacity will be used to divert bus¬ 
iness from MTS and WATS. Discussion 
of diversion from MTS and WATS ap¬ 
pears below’ (paras. 280-302). Further, 
whether or not excess capacity exists on 
the OCCs’ systems, we believe that Bell 
will retain the bulk of its private line 
business through the use of competitive 
price and service responses. We have 
encouraged such responses both in our 
“Specialized Common Carrier” decision, 
29 FCC 2d 870, 915 (1971) and in the 
final decision in Hi-Lo, 58 FCC 2d 262, 
366 (1976). 

276. Bell Ex. 10. which contains Bell’s 
impact estimates for 1977, apparently 
attempts to take competitive responses 
into account. However, this exhibit ap¬ 
pears to employ study methodology simi¬ 
lar to that used in Docket No. 19919 to 
estimate both Bell and OCC revenues for 
1977. These methods, as used in the Hi- 
Lo proceeding, were found to have pro¬ 
duced results which greatly underesti¬ 
mated Bell revenues and overestimated 
OCC revenues and were thus rejected by 
the Commission (55 FCC 2d at 232-3). 
For example, the basis of the computer 
analysis in Ex. 10 of this proceeding is 
the PLIAC computer model, which was 
found in Hi-Lo to have serious deficien¬ 
cies. In addition, the estimates of 1977 
Bell private line revenues are consider¬ 
ably below those revenues actually at¬ 
tained in 1975. While it is not inconceiv¬ 
able that substantial declines could oc¬ 
cur, it appeal’s improbable, especially 
since Bell interstate private line revenues 
for each month in 1976 for which we 
have reports have continued to increase 
over the comparable 1975 period. 1 * 4 Fur¬ 
ther, Bell’s forecast of losses of revenues 
to the OCCs in 1977 far exceed the OCCs’ 
own predictions of the total revenues 
they anticipate by that time. Finally, 
given the present revenue levels and the 
chronic difficulties that the OCCs have 


Reports filed monthly by the Bell Sys¬ 
tem, January-June 1976. 


had in obtaining even short term financ¬ 
ing, it is inconceivable that they would 
achieve revenues approaching $.5 billion, 
which would be the minimum necessary 
to divert from Bell the amounts of reve¬ 
nue that AT&T predicts. This assumes 
no new demand, an assumption which, 
as discussed in the section on innovation 
below, we cannot accept. 

277. We note the recent bankruptcy of 
Data Transmission Company (Datran) 
and cessation of all communications op¬ 
erations on September 15. 1976. 1W Da- 
tran’s failure, we believe, provides fur¬ 
ther evidence that the OCC industry re¬ 
mains in the developmental stage, with 
little direct impact on the services of the 
established carriers. While we do not an¬ 
ticipate additional failure of OCCs. we 
are cognizant of the financial difficulties 
other carriers have anticipated. This is 
further evidence that the OCCs will be 
unable, in the near future, to divert sub¬ 
stantial private line revenues from the 
established carriers. 

278. Finally, we found In our recent 
Decision in Docket No. 18128 that the re¬ 
turn levels for most of Bell’s private line 
services, e.g., private line telephone, tele¬ 
graph, audio/radio, and television serv¬ 
ice classifications, indicate that full costs 
are not being covered and that these 
services are being subsidized by users of 
other services. Accordingly, return levels 
for these services are to be increased. 
Therefore, as with terminal equipment 
that is priced below costs, the loss of pri¬ 
vate line service to competitors will mit¬ 
igate this cross-subsidization and will 
lower the revenue requirements of other 
services. Figure 3 illustrates the rates of 
return earned by various Bell services 
during several recent years. Note that 
most private line services are earning 
considerably lower returns than MTS 
or WATS. 

279. From this analysis, we find that 
the direct impact of the OCCs on the 
private line services of established car¬ 
riers has been insubstantial. We fur¬ 
ther find that analysis of the historical 
growth of the OCCs. the financial dif¬ 
ficulties being experienced within the 
industry, and the competitive rate re¬ 
sponses of the established carriers re¬ 
sult in the conclusion that the OCCs* im¬ 
pact on private line revenues will be far 
less than AT&T has estimated and insuf¬ 
ficient to have a substantial impact on 
the revenues of the established carriers. 


See Order and Certificate. FCC 76-809, 
released August 27,1976, in which we granted 
Datran’s applications to discontinue service, 
conditioned upon giving customers a rea¬ 
sonable period of time, until September 15. 
to find alternative services to meet their 
communications needs. 
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2. Decline in MTS and WATS Volume 
and Revenue Decrease in Interstate Rev¬ 
enue Pool. 280. These issues concern the 
potential indirect loss of MTS and WATS 
traffic and revenues as a result of OCCs’ 
offering of services which are alterna¬ 
tives to MTS and WATS. Pursuant to 
separations procedures. 1, ' ,, toll interstate 
MTS and WATS are placed into the in¬ 
terstate revenue pool which is then al¬ 
located, by a formula, to Interstate and 
intrastate plant categories. ,,,T Under this 
formula, a portion of local telephone fa¬ 
cilities is designated as interstate plant 
and the costs are allocated to interstate 
services. Part of the interstate revenues 


Separations procedures are detailed at 
paras. 79-85 above. 

lt>T Under separations procedures, private 
line revenues enter the revenue pool but, for 
the most part, are specifically allocated ac¬ 
cording to the facilities used and are not 
separated under the formula. 


are returned to local operating telephone 
companies <both Bell System and Inde¬ 
pendent) to cover such costs. Accord¬ 
ingly, if MTS and WATS interstate reve¬ 
nues decline, the revenues in the pool 
available for settlements and divisions 
of revenues with local telephone compa¬ 
nies will also decline. Unless there were 
a countervailing decrease in revenue re¬ 
quirements or offsetting revenues derived 
from the leasing of facilities to the OCCs, 
the operating companies would suffer a 
shortfall which would have to be made 
up through increases in rates for intra¬ 
state sendees. There are considerable 
differences among the respondents as to 
what effect, if any, OCC competition will 
have on separations and intrastate reve¬ 
nue requirements. 

281. Continental Telephone Company 
(CTC >, for example, which has few large 
business customers and therefore antici¬ 
pates little direct private line losses to 


the OCCs. projects settlements losses to¬ 
talling $7.8 million in 1980. CTC also 
predicts its own total revenues in 1S80 
as being $801 million of which $567 mil¬ 
lion are toll settlements. 

282. Bell alleges it will lose substan¬ 
tial MTS and WATS revenues as a re¬ 
sult of cross-elastic effects with OCC 
services. By year-end 1976, such losses, 
AT&T projects, will be $50,092,000. Bell 
also expects some MTS/WATS revenue 
decreases as a result of its own competi¬ 
tive private line response, MPL, by 1979. 
In support of its allegations of cross¬ 
elastic losses, Bell submits a study of 
MTS revenue from customers in the St. 
Louis-Chicago corridor, an area with a 
high penetration of SCC private line 
services. The results of this study show 
an immediate reduction in MTS reve¬ 
nues of about 25 percent following a 
subscriber's shift to SCC services. MTS 
revenue losses gradually decrease until 
the rate of growth of such revenue be¬ 
comes positive after 27 months. The base 
used is the average MTS billing prior to 
subscription to the SCC services. Bell 
does not support its allegations with any 
work papers or other documentation of 
the figures presented. Further, Bell did 
not submit similar data concerning the 
impact on MTS billing when an MTS 
customer switches to a Bell private line 
service—data which are essential to a 
determination of any net or comparative 
effect of SCC competition. 

283. In its filing, NARUC contends 
that there will be considerable diversion 
of MTS and WATS traffic to private line 
services offered by both the OCCs and 
AT&T as a result of Bell pricing respon¬ 
ses to competition (eg., Hi-Lo and 
MPL> . It asserts that the most signifi¬ 
cant diversion, in terms of loss of reve¬ 
nues under separations procedures, will 
be that gained by Bell, and NARUC 
calls for changes to be made to the sep¬ 
arations procedures in order to mitigate 
some of the impact on the intrastate 
services. NARUC cites AT&T’s study of 
Chicago-St. Louis MTS losses as the only 
support of its diversion estimates. As a 
result, it contends, the subscriber line 
usage factor in the separations formula 
will stop its historic growth by 1978. and 
potential revenues accruing to the States 
under the formula will decline by $390 
million annually by 1980 and $890 mil¬ 
lion annually by 1984. 

284. We cannot accept the conclusions 
reached in the Bell Chicago-St. Louis 
MTS loss study. Besides the fact that 
no work papers were submitted to justify 
the study it appears that the conclusions 
are inconsistent with Bell’s other claims 
that most OCC circuit gains represent 
direct private line circuit losses to Bell 
If a Bell private line customer replaced 
his existing private lines with compar¬ 
able services secured from another car¬ 
rier, it is inconceivable that the claimed 
MTS losses would have occurred. Even 
Bell’s filing itself is unclear, as it cannot 
be ascertained whether the claimed MTS 
losses among customers in the St. Louis- 
Chicago corridor refer only to calls made 
to other points in this corridor or 
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whether they refer to all MTS interstate 
calls which would have been placed by 
the SCC customers. 

285. NARUC asserts, however, that 
the effect on the local exchange rate¬ 
payer will be equal whether losses of 
MTS or WATS traffic are at the expense 
of Bell of the OCCs. It asserts that the 
competitive responses of AT&T, such as 
Hi-Lo and MPL, will be major factors 
promoting diversion of MTS traffic to pri¬ 
vate line. However, when NARUC sup¬ 
plies figures as to the amount of the pro¬ 
jected impact, it provides no documenta¬ 
tion. Without any justification NARUC 
assumes that the interstate MTS/WATS 
usage factor, which has risen each year 
for some time, will cease increasing. Pro¬ 
jecting historical increases to 1984, it 
derives substantial impact figures on in¬ 
trastate services. However, it is not made 
clear what studies NARUC used to pro¬ 
ject the substantial increase in private 
line services, at the expense of MTS, 
which are necessary to accomplish the 
expected result. Further, even Bell’s 
projections filed with the Hi-Lo ** and 
MPL 1 '** tariffs do not project that the 
responsive rate filings will have substan¬ 
tial impact upon MTS and WATS during 
the three-year projection period con¬ 
tained in the support data. 

286. While we cannot accept NARUC’s 
figures on losses of MTS and WATS traf¬ 
fic, we agree that any loss of MTS or 
WATS traffic to private line services will 
impact local service ratepayers in much 
the same way if the losses are to Bell as 
if they are to the OCCs. We cannot fore¬ 
see this occurring but we shall continue 
to scrutinize private line service filings 
of all carriers to make certain that the 
offerings are not in fact MTS or WATS. 

287. One of the principal filings on 
this subject is a study conducted by Sys¬ 
tems Applications, Inc. (SAI) for USITA. 
While predicting a negligible direct im¬ 
pact on the independents as a result of 
losses of services to the OCCs. SAI anti¬ 
cipates a highly significant negative im¬ 
pact from settlement losses, beginning in 
1979 and continuing to rise through the 
study period (ending in 1985). It expects 
OCC shares of the total interstate tele¬ 
communications market to rise from 0.1 
percent in 1976 to 1.12 percent in 1979, 
4.80 percent in 1982 and 10 percent by 
1985, under SAI’s “base case” scenario, 
which constitutes the bulk of the filing. 
SAT projects that the total effect of 
private line competition by 1985 will be 
a $1,758 billion reduction in independent 
telephone company revenues, as com¬ 
pared with SAI’s forecast of such reve¬ 
nues absent competition. 

288. SAI’s study is criticized in a filing 
by SPCC, which attacks many of its ba¬ 
sic assumptions as allegedly unsupported 
or impossible of fulfillment. For example, 
SAI’s projection that the OCCs will at¬ 
tain a 10 percent market share by 1985. 
SPCC claims, its entirely unsupported. It 
asserts that achievement of this market 


m Transmittal No. 11891, filed November 
15. 1973. 

Transmittal No. 12546, filed April 19, 

1976. 


share would require a compound growth 
rate of 25-32 percent for the SCCs and 
domestic satellite carriers for a period of 
10 years. It argues that even a tripling 
of plant by 1985 is unlikely, especially in 
terms of announced satellite capacity 
plans of the domsat carriers. Taking into 
account the announced capacities of 
Western Union, RCA American Com¬ 
munications, Inc. and Satellite Business 
Systems, the three nontelephone carriers 
who have launched or applied to launch 
domestic communications satellites. -00 
SPCC asserts that the terrestrial OCCs 
must grow at a compound rate of 48 per¬ 
cent in order to achieve the predicted 
market share by 1985. 

289. In its review T of the SAI study, the 
firm we have retained to analyze the 
Docket 20003 filings (T-f-E) criticized 
several of SAI’s assumptions underlying 
the study (See paras. 139 to 148 above, 
and Review of Additional Submissions 
in Appendix B hereto). First, T-f-E ex¬ 
amined at length the elasticity of de¬ 
mand for composite toll services that is 
used in the study. From its analysis. T-fE 
concludes that the figure SAI used, -0.8, 
as the elasticity estimate represents the 
short run price elasticity. Because of the 
time frame (10 years) of SAI’s study. 
T-f-E concludes that the use of short run 
price elasticity is improper and the 
proper figure is the long run price elas¬ 
ticity. which it calculates to be -1.022, 
or 25 percent higher than the short run 
figure. The impact of this error alone, 
T-f-E calculates, reduces the contribution 
loss projections of SAI from OCC compe¬ 
tition by 50 percent in 1985. 

290. T-f-E also disputes SAI’s use of 
“board-to-board” cost, the procedure in 
effect prior to the advent of jurisdic¬ 
tional separations procedures, as the floor 
to which toll rates will decline. SAI ar¬ 
gues that MTS ratfes will drop if SCCs 
are not required to bear any of the joint 
and common costs that MTS and WATS 
bear (these are the procedures followed 
prior to the 1947 Separations Manual). 
We agree with T-f-E that this is extremely 
unlikely, both from a policy standpoint 
and from the point of view of legal prec¬ 
edent. We agree with T-f-E criticisms of 
the underlying assumptions and result¬ 
ant conclusions contained in the SAI 
study. In addition, we note several more 
discrepancies concerning which we, the 
responsible regulatory agency, have in¬ 
formation not readily available to T-f-E in 
its review. First, we find that SAI’s basis 
for projecting that the OCCs’ share of 
the total long distance communications 
market (including MTS and WATS) 
could reach 10 percent by 1985 is totally 
devoid of logical or factual grounds. SAI 
cites its “expert opinion” as the primary 
source of this assumption, however it 
apparently relies on underlying assump¬ 
tions that this Commission will allow 
OCC s to offer services which are either 
direct alternatives to, or highly cross- 


Although Comsat General Corporation 
has two satellites in service and has appUed 
for authorization to launch a third, the en¬ 
tire capacity of these satellites is leased to 
AT&T and GTE Service Corporation. 
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elastic with, MTS and WATS (see Final 
Report, pp. HI-19, 23, 28-34). 

291. The policy of this Commission on 
this subject has been clearly stated and 
adhered to, both in the “Specialized 
Common Carrier” decision, supra, and in 
recent decisions regarding specific tar¬ 
iffed services (see Decision in “MCI Tele¬ 
communications Corporation (Execu- 
net) ”, released July 13.1976, FCC 76-622, 

paras. 33-51,_FCC 2d*-; * l see 

also the Commission’s prior decision in 
this matter. FCC 75-799. released July 2. 
1975, taken more than 6 months prior to 
the date of the SAI report). OCCs are 
and will continue to be limited to the 
provision of private line services, and will 
not be permitted to offer services which 
are essentially MTS or WATS substitutes. 

292. Accordingly, we must reject SAI’s 
assumption that the OCCs’ services will 
compete directly with MTS and WATS. 
We therefore can see no justification for 
SAI’s projection that the rates for these 
services will be substantially reduced in 
the period 1979-1985 in order to retain 
customers. Thus, the impact of OCC 
competition will have little impact on 
the market for MTS and WATS, which 
together accounts for about 90 percent 
of Bell’s interstate revenues. For similar 
reasons, we find that SAI’s assumptions 
regarding a return to “board to board” 
separations (see Final Report, pp. III- 
26-28) are also without foundation. This 
Commission is in complete agreement 
with the principle set forth in “Smith 
v. Illinois Bell Telephone Company,” 282 
U.S. 133 (1930 >, and embodied in present 
jurisdictional separation procedures 
jointly adopted by ourselves. NARUC. 
and the telephone industry that a por¬ 
tion of local facility costs should be cov¬ 
ered by interstate revenues, based on 
relative use or cost causation. 

293. USITA projects that changes to 
these jurisdictional separations proce¬ 
dures will be made in the next few years, 
the effect of which will be to reduce 
substantially—or eliminate entirely—the 
portion of local plant costs which must 
be covered by interstate revenues. We 
can find no foundation for USITA’s as¬ 
sumption. We agree that there may well 
be future changes in separations pro¬ 
cedures, as there have been in the past. 
Indeed, we believe that some changes 
may be appropriate in the present com¬ 
petitive environment, and are prepared 
to address this question forthwith. How¬ 
ever, any such changes are likely to give 
more—not less—recognition to the role 
of local facilities in the provision of in¬ 
terstate services. 

294. Finally, we disagree with SAI’s 
“base case” projection of an OCC 10 per¬ 
cent total market share by 1985 on the 
additional ground that it is inconceiv¬ 
able that the OCCs would be able to raise 
the funds necessary to reach the level 
of plant investment to enable them to 
attain a 10 percent share. SPCC, in its 


201 Our Decision is presently under stay and 
appeal before the United States Court of 
Appeals for the District of Columbia "sub 
nom MCI Telecommunications Corporation 
v. FCC." Case No. 75-1635. 
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First Supplemental Response herein, as¬ 
serts that the OCCs would have to 
achieve a 25-46 percent compound an¬ 
nual rate of growth. We agree that this 
rate is beyond the capabilities of the 
industry. 

295. In an analysis made by the Com¬ 
mon Carrier Bureau attached to a letter 
dated May 25, 1976. to the Chairman, 
House Communications Subcommittee 
fMimeo No. 65570), the Bureau, inter 
alia, concluded that general communica¬ 
tions industry experience was that $3.20 
in investment is required to produce $1 
in annual revenues. If this Is projected to 
the OCC industry, the Bureau concluded 
that the compound growth rate to 1985 
must be 60 percent in order to achieve 
a 10 percent market share. 

296. SAI commented on this analysis 
in a letter dated July 1, 1976 to the Chief, 
Common Carrier Bureau. At the request 
of USITA, this letter has been made part 
of the record of this proceeding. SAI con¬ 
tends that the amount of investment 
necessary to produce $1.00 of revenue is 
not the $3.20 used by the Bureau but 
rather $1.00. Further, SAI asserts that 
the growth rates necessary to achieve a 
10 percent share are realistic and have 
been achieved by other companies and 
industries, such as Xerox, international 
satellite communications, Polaroid, and 
the Japanese automobile industry sales 
to the U.S. 

297. We are not persuaded that SAI’s 
contention regarding the ratio of reve¬ 
nues to investment is a more likely figure 
for the OCCs than that which currently 
prevails in the telephone industry. Cer¬ 
tainly the present financial reports of 
the OCC’s would not support the SAI 
view (see, e.g., para. 93, supra). More¬ 
over, we find little similarity between the 
industries cited by SAI as capable of high 
growth rates and the OCC industry. 

298. Most of the industries SAI men¬ 
tions are not involved in highly capital 
intensive businesses and have not ex¬ 
perienced the financing difficulties faced 
by many of the OCCs. Some, such as 
Xerox. Polaroid, and international satel¬ 
lite communications, were the sole and 
immediate beneficiaries of major tech¬ 
nological breakthroughs unlike any 
available to the OCC industry. In the 
case of international satellite communi¬ 
cations, this was further enhanced by 
governmental actions which established 
a protected monopoly and provided con¬ 
siderable assistance in extending this into 
the international arena and guarantee¬ 
ing customers for the resulting enter¬ 
prise. And the sale of Japanese automo¬ 
biles in the U.S. is hardly a relevant 
comparison, due not only to the different 
type of commercial activities involved 
but also to the totally different policy 
and regulatory environment encountered. 

299. Accordingly, whether the needed 
investment is closer to the Bureau’s fig¬ 
ures or to those supplied by SAI, we find 
it unrealistic, based upon the present fi¬ 
nancial condition of the OCCs and their 
projected investment, to expect them to 
be capable of achieving the investment 
levels necessary to attain a 10 percent 
share by 1985. The conclusion developed 


below of significantly less than a 2 per¬ 
cent share appears far more appropri¬ 
ate. Much of this share, we find, will be 
made up of new demand rather than di¬ 
version from the telephone carriers, and 
much of it will be returned to the tele¬ 
phone companies in payment for facili¬ 
ties. 

300. While the diversion of 10 percent 
of the total toll market is SAI’s “base 
case’’ scenario of the OCC’s impact by 
1985, its study does include a “sharper 
boundaries” scenario which assumes that 
we will enforce a clear distinction be¬ 
tween private line and MTS services, an 
assumption which we believe is quite 
realistic. Under this scenario, SAI pro¬ 
jects a total OCC impact of 2 percent of 
the composite toll market by 1985. How¬ 
ever, even this assumes that, the OCCs 
will achieve a 50 percent share of the 
private line market and 50 percent of the 
WATS market, and the authors of the 
study admit that such deep penetration 
is “considered by SAI as most unlikely." 
(Final Report, p. V-9). We concur with 
the belief that such penetrations are ex¬ 
ceedingly unlikely. Thus, If the assump¬ 
tions underlying SAI’s “base case” 
scenario are found unjustified, and SAI 
itself agrees that the projected penetra¬ 
tion levels under its “sharper bound¬ 
aries” scenario are unlikely, one is left 
with the conclusion that the potential 
OCC impact by 1985 is substantially less 
than 2 percent of the composite toll 
market. 

301. Finally, all the impact studies ap¬ 
pear to ignore the fact that most local 
facilities used to extend services from 
OCC offices to the customers’ premises 
will be secured from local Bell or inde¬ 
pendent operating companies. The cost of 
these facilities will be direct payments to 
these companies. Furthermore, an in¬ 
creasing number of OCCs w T ill secure all 
or part of their intercity facilities from 
the telephone companies. If, as we antic¬ 
ipate. the OCC’s diversion from existing 
telephone company services is insignifi¬ 
cant and the bulk of their services con¬ 
stitute new demand. Bell and the inde¬ 
pendents w’ill be better off financially as 
a result of OCC entry. 

302. In summary, the diversion of rev¬ 
enues from MTS and WATS has been in¬ 
significant to date and w r e anticipate no 
substantial traffic and revenue loss from 
these services to the OCCs in the future. 
As a result, we find that the revenue 
losses to Bell and the independent tele¬ 
phone companies from separations ef¬ 
fects will be only minor and will not re¬ 
quire any significant adjustments in the 
rates charged for local telephone serv¬ 
ices. Since our policies are that OCCs 
are permitted to offer only prviate line 
services, we expect the OCCs to develop 
such new private line services as will 
meet otherwise unmet needs, thus stim¬ 
ulating new demand to the advantage of 
both the established carriers and the 
OCCs. 

3. Adjustments in MTS/WATS Rates. 

303. AT&T. Continental and others assert 
that losses to the OCCs will cause a de¬ 
crease in overall revenue, with revenue 
requirements declining far less than the 


decrease in associated costs. In order for 
AT&T to earn its prescribed rate of re¬ 
turn, they claim, MTS rates must in¬ 
crease, and thus usage will decline. This 
situation will raise the cost of service 
and cause a reduction in revenues for the 
local Bell and independent operating 
companies, based on separations pro¬ 
cedures. they contend. On the other hand. 
USITA asserts that MTS rates will be 
reduced in order to compete with OCC 
services that are highly cross-elastic with 
MTS. The SAI study contemplates that 
OCC services will directly replace MTS 
for many customers, and that Bell can 
retain a share of the MTS traffic only by 
reducing its rates. 

304. We disagree that either alleged 
major effect will occur. First, in regard to 
MTS rate increases, private line revenues 
represent only about 10 percent of Bell’s 
overall revenue. Thus the loss of even a 
large portion of private line traffic would 
cause only minor overall shortfalls in 
revenues and thus necessitate only minor 
MTS rate adjustments. Second, most of 
the inter-exchange plant used for private 
line services can be put into use for other 
Bell services, such as MTS and WATS 
Thus, even if plant should become idle, it 
will be only a short time until it would 
be utilized for other services. Third, al¬ 
though we anticipate no significant in¬ 
creases in MTS rates as a result of com¬ 
petition, we have no information which 
would indicate that sma ll increases would 
have any effect on MTS usage. Bell’s con¬ 
tention that usage would decrease Is not 
justified by elasticity of demand studies 
or any other material. If usage remains 
constant, small changes in MTS rates 
w f ould not significantly affect the revenue 
requirements for other services. Without 
appropriate, documented studies, we can¬ 
not make any firm findings. 

305. In contrast to these allegations. 
USITA’s submission assumes that OCC 
services will be so cross-elastic with 
MTS that Bell w’ill be forced to lower 
MTS rates substantially in order to com¬ 
pete. As discussed above, this premise ig¬ 
nores both the “Specialized Common 
Carrier’’ decision and our initial rejec¬ 
tion of Execunet. which preceded sub¬ 
mission of the study. 

306. Accordingly, we find that there is 
no justification for the assertion that 
MTS rates will be increased substantially 
to make up for an interstate revenue re¬ 
quirement shortfall caused by OCC com¬ 
petition. We further find that any small 
increases which might be required will 
not cause any more than a minor de¬ 
cline in usage. Finally, since the OCCs’ 
services are not and will not be highly 
cross-elastic with MTS. we find no justi¬ 
fication for substantial competitive re¬ 
ductions in MTS rates. 

4. Economies of Scale. 306. The ques¬ 
tion of economies of scale determines, 
in part, whether the loss of private line 
traffic has any direct effect on the unit 
cost of the MTS and WATS interex¬ 
change facilities. If economies of scale 
exist, the loss of any traffic will increase 
the long run cost of facilities still in use 
AT&T has submitted econometric studies 
wiiich purport to demonstrate that econ- 
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omies of scale exist in long-haul distribu¬ 
tion facilities to the extent that the loss 
of any appreciable volume of interstate 
traffic will raise the unit cost of services 
carried on these facilities, and ultimately 
the rates to the users of all Bell services. 
An SAI study submitted by OTP con¬ 
cludes that some economies of scale ex¬ 
ist, based upon a complex econometric 
analysis. In the OTP Study, facilities are 
compared for unit service cost at capac¬ 
ity, rather than at actual experienced 
fills. MCI and SPCC disagree with these 
analyses of scale economies, claiming 
that the small losses of private line and 
MTS/WATS traffic from Bell to the 
OCCs will have an insignificant effect 
on unit costs and will be offset by overall 
demand increases. They further allege 
that the rates for such services will con¬ 
tinue to be lower on their facilities than 
on Bell's. 

307. AT&T’s contentions regarding 
economies of scale underlie, in part. 
Bell's Fourth Supplemental Response in 
this proceeding, in which Bell asserts 
that the cost per unit of multiple inter¬ 
city networks exceeds that of a single 
intercity facility supplier. The study con¬ 
cludes that, if Bell provided all private 
line services during the study period, 
1971-1991, it could supply an estimated 
14 percent increase in total circuit miles 
of demand with only an 8 percent in¬ 
crease in costs. If all private line services 
were operated by other suppliers, how¬ 
ever, Bell claims that the total cost of the 
facilities would increase by 16 percent. 
The dollar amount of this 16 percent in¬ 
crease, discounted to 1971 value, is $1 
billion. We are unable to determine the 
source of these assertions, as Bell sub¬ 
mitted no work papers or other docu¬ 
mentation. 

308. Basically, economies of scale ex¬ 
ist when long-run increases in volume 
produce declining unit costs. The term 
does not refer to short-run efficiencies 
which may be realized when the fill on 
existing plant in place is increased. Thus, 
if Bell’s premises concerning economies 
of scale are accepted, the loss of signifi¬ 
cant private line or MTS traffic as a re¬ 
sult of competition will cause long-run 
increases in unit costs to remaining 
subscribers. As a result of the alleged 
economies of scale. Bell asserts that all 
its intercity services are collectively a 
natural monopoly. 

309. First, it should be pointed out 
that if Bell’s assumptions were correct, 
it would be the lowest cost carrier for 
all its intercity services. Thus, if Bell 
priced its services on the basis of cost, 
the competitors will either be forced to 
price at a higher rate or would take losses 
on operations. While a new carrier might 
operate at a loss during the first few 
years of operation, it must ultimately 
earn a reasonable rate of return on all 
services provided in order to remain in 
business. Rates will then be set at levels 
designed to yield such returns. If Bell is 
the lowest-priced carrier, it will be able 
to undercut the competition and will se¬ 
cure virtually all of the private line mar¬ 
ket. This reasoning also applies to the 
’ cream-skimming" argument advanced 


by the telephone industry. According to 
this argument, the competitors are seek¬ 
ing only to serve the high volume inter¬ 
city routes, leaving the telephone indus¬ 
try to serve the remaining, less profitable 
routes. But if economies of scale exist, 
they will be most significant on these 
same high volume routes. Thus, the tele¬ 
phone industry—with its large base of 
MTS traffic over such routes—will easily 
be able to underprice its competitors (le¬ 
gitimately) on such routes. We have 
made it abundantly clear that such 
route-by-route pricing of competitive 
services is acceptable, provided it is cost- 
justified. 

310. On the other hand, if such econo¬ 
mies of scale as alleged by Bell do not 
exist, and Bell is not the lowest-cost car¬ 
rier for priv ,te line services, it is in the 
public interest for users of private line 
services to reap the benefits of whatever 
cost savings the emerging carriers can 
realize, since the competition will then 
not, by definition, cause Bell to incur an 
increase in unit cost to its remaining 
subscribers. 

311. Having said that, we turn to the 
studies. The filings in this area are 
lengthy, largely consisting of technical, 
econometric and engineering models, 
often, without the needed material to de¬ 
termine their validity. Our contractor, 
T+E, has. we believed, accurately anal¬ 
yzed these submissions on economies of 
scale (see Appendix B. Deliverable B. pp. 
103-121) and in general, we adopt their 
conclusions. T+E correctly observed that 
the short run reductions in cost which 
accompany increased utilization (“re- 
turns-to-flll") are unrelated to long run 
returns to scale. Economies of scale exist 
only if the life cycle cost of a unit of out¬ 
put of larger systems is less than that of 
smaller systems and if the demand is too 
small to sustain multiple systems of most 
efficient scale. The studies failed to ad¬ 
dress fully the scale issue, separating it 
from technical improvements and relat¬ 
ing it to market size. Accordingly, we 
conclude that no showing of the exist¬ 
ence of economies of scale due to inter¬ 
exchange transmission facilities has been 
made in the record of this inquiry.** We 
concur with T+E that (Appendix B, De¬ 
liverable B. p. 120): 

In conclusion, we believe (1) that the en¬ 
gineering and econometric exhibits must be 
signflcantly Improved in order to yield policy 
relevant results, and. (2} that the complex 
relationship between economies of scale and 
competition including market size, fill, and 
cost allocation, has been inadequately devel¬ 
oped by the respondents. 

312. In regard to AT&T’s Fourth Sup¬ 
plemental response, it appears illogical 
to us that the cost of constructing new 
facilities would double if accomplished 
by the OCCs rather than by Bell. Even 


**Since none of the BeU economies of scale 
studies report the basic data on labor and 
capital underlying such studies, it is impos¬ 
sible to analyze the studies fully, much less 
replicate them. A basic problem with many 
economies of scale studies is the appropri¬ 
ateness (or inappropriateness) of the data 
used, and thus failure of AT&T to report the 
data is a particularly serious deficiency. 


assuming arguendo that economies of 
scale exist in the Bell System, it is highly 
unrealistic that the OCCs would experi¬ 
ence double the costs experienced by Bell 
in constructing facilities to meet the 
same volume of projected additional 
traffic. Accordingly, it appears to us that 
Bell’s figures can be valid only if the 
study is comparing two unlike occur¬ 
rences, i.e., Bell increasing the fill of its 
existing facilities while the OCCs con¬ 
struct their own new’ plant. Clearly, the 
costs of these would be quite different, 
but comparison of the two is highly mis¬ 
leading. Since the continuing growth in 
Bell’s MTS services will be able to fill 
existing Bell intercity plant, even with¬ 
out new private line demand, we cannot 
accept Bell’s assertions regarding the 
relative costs of obtaining private line 
capacity. Further, w r e are unclear as to 
why multiplexing and switching equip¬ 
ment, which may constitute a consider¬ 
able part of Bell’s investment and ex¬ 
pense when converting existing plant to 
private line uses, are not included in the 
costs used in the study (AT&T Ex. 57, 
p. 2n.), 

313. The study is, in part, internally 
inconsistent. The narrative discussion 
contained therein (at p. 5) states that 
Bell assumed that the OCCs would se¬ 
cure Bell facilities until it was more eco¬ 
nomic to construct their own. However, 
if Bell can construct the required new 
facilities at half the cost of the OCCs, 
one must assume that it would always 
be in the OCCs' interest to secure the fa¬ 
cilities from Bell. Thus, the study ap¬ 
pears to assume that the OCCs will make 
illogical investment decisions. 21 ' 3 The only 
possible explanation is that other cost 
factors mitigate Bell's alleged scale econ¬ 
omies and thus make it more advan¬ 
tageous for the OCCs to construct their 
own facilities. Bell also makes an as¬ 
sumption that either all of the private 
line business would be supplied by Bell 
or it would all go to the OCCs. Since 
neither case is likely to occur, it would 
appear appropriate to include a sensi¬ 
tivity study under various assumptions 
as to relative market shares. For all the 
reasons cited. w r e believe that the figures 
supplied in this filing are misleading and 
do not constitute justification for the as¬ 
sertion that AT&T is the lowest-cost sup¬ 
plier of private line services. 

314. From our experience in dealing 
with AT&T construction requests over a 
number of years, w*e have concluded that 
the facilities types to be installed be¬ 
tween two points are primarily dictated 
by the projected requirements of MTS 
and WATS traffic, with the private line 
projections considered only minimally. 
This is logical, as interstate MTS and 
WATS represent close to 90 percent of 
Bell System interstate revenues. Since 
economies of scale refer to the unit serv¬ 
ice cost deriving from facilities installed 
betw T een any two points, and since pri- 


** Since the study was submitted subse¬ 
quent to Issuance of our Resale and Share 
Use decision, we must assume that the study 
took Into account the removal of all resale 
restrictions. 
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vate line services play a minor role in 
plant construction decisions, it follows 
that the loss of private line traffic will 
have little effect on the unit service cost 
arising from facilities used for other 
services. 

315. Thus, we can find no documented 
evidence that economies of scale exist 
such that losses of private line traffic 
will increase the costs of intercity chan¬ 
nels used for non-competitive services. 
However, if such economies exist. Bell 
would be the lowest-cost carrier of all 
services and in the absence of other over¬ 
riding cost savings, no OCC building its 
own facilities will be able to complete 
successfully. 

5. Innovation . 316. The other issue 
raised in regard to the OCCs’ impact 
upon the telecommunications industry 
is the effect of private line competition 
on the rate of innovation within the in¬ 
dustry. both innovation by AT&T and by 
the competitors. The comments of re¬ 
spondents can be divided into past inno¬ 
vations and probable future innovation. 
Bell compares its services to those of the 
specialized common carriers and con¬ 
cludes that the SCCs offer no innovative 
services. Rather, Bell contends, their 
services are virtually identical to those 
already offered by the Bell System, with 
some pricing variations. In its Exhibit 8, 
for example. Bell lists specific tariffed 
services of the OCCs and concludes that 
all can be secured under Bell tariffs. 

317. In regard to future innovation, 
AT&T has submitted a study by Arthur 
D. Little, Inc. (ADL) which concludes 
that Bell has been a highly innovative 
company in the past, that its level of in¬ 
novation has not increased significantly 
since the advent of competition, and 
there is no indication that the level of 
innovation will change to any major 
degree in the future. The ADL study sur¬ 
veys the current literature on innova¬ 
tion in a competitive industry, develops a 
taxonomy of innovations, then reviews 
three case histories of development 
where AT&T Innovation has taken place. 
The conclusion reached from this analy¬ 
sis is: 

No consensus beyond general uncertainty 
can be Inferred from the theoretical and 
empirical studies reviewed • • •. In em¬ 
pirical studies of non-regulated industries, 
the basic statistical result is that some mar¬ 
ket power seems to be necessary, but not 
sufficient, to induce innovation, but the 
empirical relationships found were all very 
weak or not statistically significant.** 

318. Other telephone companies and 
associations, specifically GTE, Continen¬ 
tal, United and USITA (for the inde¬ 
pendents generally support Bell’s view 
that the OCCs have offered no new inno¬ 
vative services. Continental accuses the 
OCCs rather of “cream-skimming” prof¬ 
itable markets. The OCCs that have filed, 
including MCI, Datran and SPCC, dis¬ 
agree. They list a number of specific 
services which they assert are new and 
innovative and which are allegedly not 


** A. D. Little. The Relationship between 
Market Structure and the Innovation Process, 
(AT&T Ex. 52), p. 17. 


available from the telephone companies. 
Of the user respondents. Commercial 
Metals asserts that digital data trans¬ 
mission services and packet switching are 
examples of services not offered by Bell 
which are available through OCC. TMI 
contends that metered tie-lines and half¬ 
time circuits available through the OCCs 
are innovative new services. 

319. Finally, OTP speaks to the future 
innovation question through a lengthy 
list of potential innovations that the 
OCCs could offer which do not directly 
compete with telephone company offer¬ 
ings. None of these are pricing innova¬ 
tions, but rather all are technological 
developments for which OTP asserts that 
a market will be found to exist. 

320. In discussing whether or not the 
OCCs have introduced only innovative 
services into telecommunications, it is 
first necessary to define what is meant 
by an innovative service for this purpose. 
For example, while a competitive pricing 
change, such as a bulk rate discount, may 
be viewed by the consumer as innovative 
since it allow f s him to secure more serv¬ 
ices at a lower cost, for the purposes of 
this inquiry we do not consider such a 
discount truly innovative. Rather, for 
this analysis, an innovation is a change 
which wdll allow the user to accomplish 
something using his communications 
equipment which he was unable to ac¬ 
complish previously, or which will make 
better and more efficient use of the radio 
spectrum or of a given amount of com¬ 
munications pla nt. Bulk rate pricing 
services, such as TELPAK (AT&T), net¬ 
work pricing (SPCC and MCI) and 
usage-sensitive pricing of private line 
services (Western Union, MCI and 
others) do not fit within our definition 
of innovation. 

321. Clearly, a service is not innovative 
if it is identical to one already of¬ 
fered by another carrier. For example, 
when Datran constructed and operated 
its all-digital network,** it became the 
first carrier to offer an all-digital private 
line service and the first to offer a 
switched digital data service. AT&T pres¬ 
ently offers a digital private line service 
and has applied to offer switched digital 
services, but the fact remains that it was 
Datran, not Bell, which was the first to 
offer or to apply to offer an all-digital 
service, and thus it should get the credit 
for offering the innovative service. 106 

322. SPCC has offered such innovative 
services as simultaneous voice and 300 
baud data transmission on a single chan¬ 
nel and high resolution facsimile service, 
capable of duplicating magazine pages 
with no loss in quality. Telenet Corpora¬ 
tion is offering a packet switching service. 


** AT&T contends in the A. D. Little study 
submitted herein that the technology uti¬ 
lized by Datran had been developed and pub¬ 
lished by Bell some years before. This may 
be the case, and, if so, Bell is a significant 
partner in the Innovative development. How¬ 
ever. this does not eliminate the significance 
of Datran’s actually planning and construct¬ 
ing a system using this technology. 

206 Datran filed a bankruptcy petition on 
August 27, 1976, and ceased all operations on 
September 15.1976. 


which permits customers with the need 
for only medium speed data channels to 
utilize the savings and quality inherent 
in high speed digital data channels. 
Packet switching also permits more effi¬ 
cient use of the radio spectrum by per¬ 
mitting many customers to share a single 
high speed data channel, thus reducing 
the time when the channel is vacant. 

323. American Satellite Corporation 
(ASC) offers such services as high speed 
facsimile for remote newspaper printing 
and high speed data services at unique 
bit rates as ordered by the customer. MCI 
and Western Union have offered various 
metered use point-to-point private line 
services which permit the customer in¬ 
stant access to a distant point at usage 
sensitive rates. The inter-exchange chan¬ 
nels are shared, thus making more effi¬ 
cient use of the facilities, with the car¬ 
rier providing switching or concentration 
equipment at the two ends. The customer 
for such metered use services must main¬ 
tain a full time local channel at one 
or both ends, dedicated to the service, 
and may reach only designated points, 
including appropriate distant central 
offices. The inter-exchange facilities, 
however, are shared by a number of 
customers. 

324. The carriers offering data trans¬ 
mission services also have added such 
optional services as code and speed con¬ 
version, which allow communications be¬ 
tween terminals operating at different bit 
rates or different character codes. MCI 
has recently begun to offer a shared 
Common Control Switching Arrange¬ 
ment (CCSA) service, which brings the 
benefits of common control switching 
within a closed network to small busi¬ 
nesses that cannot afford or utilize a full¬ 
time CCSA service. ITT Corporate Com¬ 
munications Services, Inc. has filed an 
application to offer specialized private 
line services which include a similar 
shared CCSA offering. 

325. This enumeration is not intended 
to be exhaustive, and other developments 
that will lead to technological innovation 
are presently under development or in 
the process of being implemented. It is 
only designed to illustrate our finding 
that the OCCs are offering some innova- 
tives services. We note in addition that 
AT&T has, in recent months, increased 
its sales force and has offered more thor¬ 
ough and frequent analyses of custom¬ 
er’s specific communications needs. This, 
we find, is a response made by Bell to 
competition which benefits the public In¬ 
terest. 

326. In discussing future innovations, 
including services presently proposed 
only in facility applications, we are not 
in a position to determine the precise 
scope of future tariff offerings nor do we 
wish to appear to be prejudging the law¬ 
fulness of any future services. However, 
it appears to us that certain new car¬ 
riers, such as Satellite Business Systems, 
may be contemplating rather unique 
services, such as direct satellite private 
line transmission, utilizing rooftop earth 
stations. 

327. The only study submitted regard¬ 
ing future innovation, filed by AT&T and 
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: repared by Arthur D. Little, essentially 
hnds that it can come to no positive con¬ 
clusion regarding future innovation by 
the OCCs. 

While ADL is quite correct in conclud¬ 
ing that theory and empirical evidence 
do not support the notion that more 
firms in a market will increase the rate 
of innovation; 2 ’" neither do they support 
the notion that having a single supplier 
in a market will increase the rate of 
innovation. Indeed, many of the studies 
cited by ADL show that having a single 
supplier may reduce the rate of innova¬ 
tion. Little says the evidence indicates 
that medium size firms have some incen¬ 
tives to innovation whereas small firms 
may not be able to suport R&D. and that 
large firms that dominate their indus¬ 
tries exhibit diseconomies of scale in 
R&D which may lead to decreased R&D 
efforts. 

328. There are numerous other studies 
which demonstrate that R&D does not 
increase proportionally with an increase 
in firm size. Worley and Hamberg found 
that for the majority of firms the num¬ 
ber of personnel devoted to R&D did not 
increase with increased size. 5 ’* Morton 
Kamien and Nancy Schwartz also noted 
that size was important up to a point, 
but that “beyond some magnitude, size 
does not appear especially conducive to 
either innovational effort or output in 
either this country or in European coun¬ 
tries for which studies have been 
made.” *• 

329. There is also some indication that 
the larger dominant firm is frequently a 
follower in the innovation process rather 
than a leader. As pointed out by ADL. 
in stainless steel razor blades, computers 
and remote terminals, microwave, and 
liquid detergent, the dominant firms were 
the followers rather than the leaders, a 
situation which one would not expect if 
large firms were particularly innovative. 
The example used by ADL to show Bell’s 


^ AT&T Ex. 52. p. 9: Theoretical state¬ 
ments about the Innovation market-struc¬ 
ture relationship have not been well devel¬ 
oped for the regulated industries. Most 
workers commenting on this subject borrow 
from the theory developed for the non-regu- 
Uted industries without being able to make 
very comprehensive adjustments for the com¬ 
plications enusing from this regulatory envi¬ 
ronment. Empirical studies of regulated In¬ 
dustries show mixed results. Some cases sug¬ 
gest that more competition will bring about 
more innovation; other cases suggest Just 
the reverse: and stUl other cases suggest that 
to induce more Innvoation the form of com¬ 
petition should be completely changed. As 
with the non-rcgulated Industries, no uni¬ 
versally applicable statements can be made. 

James S. Worley, “Industrial Research 
imd the New Competition.’* Journal of 
Political Economy. 64 (April 1961) 183-186. 
Daniel Hamberg. “Size of the Firm, Oligopoly, 
and Research: The Evidence." The Canadian 
Journal of Economics and Political Science, 
30 (Feb. 1964). 62-75, 

** MOrton L. Kamien and Nancy L. 
Schwartz, “Market Structure and Innova¬ 
tion: A Survey,” Managerial Economics and 
Decision Sciences, Graduate School of Man¬ 
agement. Northwestern University, Evanston, 
Illinois, 1974, p. 42. 


innovation pattern demonstrates that 
Bell was a follower rather than a leader 
in the major developments in time-divi¬ 
sion switching technology. In 1956 the 
British Post Office first began experi¬ 
ments with time-division switching and 
Automatic Electric (a GT&E subsidiary) 
at the 1956 USITA convention displayed 
a time-division PBX. In 1959 Automatic 
Electric was using an experimental sys¬ 
tem with time-division switching. In 1961 
the first time-division PBX was placed in 
active service by Stromberg-Carlson. Not 
until 1963 did Bell install the first time- 
division electronic switch system. Al¬ 
though Bell may have had many minor 
technological advances, the major ones 
were produced by firms much smaller 
than Bell. 

330. Most studies on innovation relate 
to the unregulated sectors of our econ¬ 
omy. Kahn observes that experience 
“demonstrates the virtue of freedom of 
entry and competition for innovation for 
encouraging the development of new and 
different services and for assuring the 
optional development and exploitation of 
new technology.*' “• 

331. An increased rate of innovation 
due to competition is possible and prob¬ 
able based on theory and empirical evi¬ 
dence, including our experience to date, 
but no clear answer exists as to its effect 
in the future on innovation in telecom¬ 
munications. However, as Waverman has 
stated, “It is clear that existing carriers 
are trying to have it both ways: Either 
there are substantial incentives to inno¬ 
vation in regulated monopolies, in which 
case new, specialized carriers are com¬ 
mitting technological suicide in the long 
run by entering; or there are no advan¬ 
tages from the existing monopoly struc¬ 
ture, so that competition would stimulate 
innovative activity in all market par¬ 
ticipants.** m 

332. As the above discussion indicates, 
the OCCs offer services aimed only at the 
business customer. Thus, unlike compe¬ 
tition in the terminal market, the resi¬ 
dential telephone customer is not directly 
benefited by competition for private line 
services. However, we continue to believe 
that the residential customer is best 
served by retaining the present monopoly 
over MTS. We have seen nothing which 
would change our belief that the reten¬ 
tion of the present industry structure in 
this area will permit the local exchange 
subscriber using interstate MTS to obtain 
the most efficient service at the lowest 
cost. 

333. Before permitting private line 
service competition, we solicited and 
analyzed numerous studies of potential 
economic impact and concluded that we 
could find no showing that the com- 


sl *A. E. Kahn. The Economics of Regula¬ 
tion: Principles and Institutions, Vol. II, In¬ 
stitutional Issues, New York, Wiley, 1970, p. 
149. 

^ Almarin Phillips, editor. Promoting 
Competition in Regulated Markets, Washing¬ 
ton, D.C., The Brookings Institution, 1975, 
Chapter 7 by Leonard Waverman. “The Regu¬ 
lation of Intercity Telecommunications." p. 
225. 


petitors would impact to the detriment 
of the local exchange or MTS subscriber. 
The present proceeding was initiated in 
part to test our 1971 predictions follow¬ 
ing the experience of several years of 
competition. Clearly, the OCC industry 
remains in the developmental stage, and 
the possible opening of unlimited resale 
and shared use of private line services 
will cause further changes in the in¬ 
dustry structure. However, we had hoped 
in this inquiry to ascertain the actual 
revenue losses that have occurred be¬ 
cause of OCC competition, including full 
justification for figures supplied; pay¬ 
ments to telephone companies for facil¬ 
ities; actual revenue impact on MTS and 
WATS and the extent to which these 
losses, if any. were reflected in separa¬ 
tions; potential and actual OCC markets, 
by service and geographical area; actual 
comparative transmission costs; and the 
numerous other issues listed in our First 
Supplemental Notice in this Proceeding. 

334. While a few of these issues have 
been addressed, many others were not, 
and. as discussed, most of the responses 
were either unsupported, internally con¬ 
tradictory, or were based on unjustified 
assumptions. Some of the filings made 
were almost unchanged from those sub¬ 
mitted in Docket No. 18920, the Special¬ 
ized Common Carrier inquiry, and in 
other proceedings, except for minor up¬ 
dating of figures. We invite the respond¬ 
ents to conduct and submit new studies 
in the present proceeding, accompanied 
by work papers, sensitivity studies, justi¬ 
fications for assumptions made, and 
other support which will enable us to 
reach more concrete conclusions. 

6. Docket No . 18128 Findings and Con - 
elusions. 335. We have recently rendered 
our Decision in Docket No. 18128, the 
Private Line Services proceeding. We are 
incorporating the record findings and 
conclusions in that Decision. FCC 76- 
886, by reference herein. Based on a full 
evidentiary hearing in that proceeding, 
we have found that the revenues from 
certain interstate private line services 
offered by the Bell System do not cover 
their relevant costs and that, therefore, 
the level of return earned on such serv¬ 
ices are unjust, unreasonable and in vio¬ 
lation of section 201(b) of the Communi¬ 
cations Act, 47 U.S.C. 201(b). Bell Is di¬ 
rected to file revised tariffs within 8 
months. 

336. We have also directed Bell to re¬ 
vise costing methodologies and forecast¬ 
ing techniques in conjunction with the 
staff of the Common Carrier Bureau, to 
cure the present infirmities. Further, we 
found AT&T’s TELPAK service offering 
not an appropriate response to the level 
of competition existing in the market and 
ordered that the service be reflled. 

337. Finally, we concluded that there 
is no economic justification for a change 
in our policies regarding private line 
competition. Accordingly, we declined to 
revisit the Specialized Common Carrier 
decision or to institute any new pro¬ 
ceedings regarding private line competi¬ 
tion in the domestic telecommunications 
industry. 
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338. Having examined the filings of all 
respondents to this proceeding, as well as 
other material as indicated herein, we 
conclude that the impact of the OCCs on 
the revenues and markets of both the 
Bell System and the independent tele¬ 
phone companies has been negligible to 
date. The gross revenues of the special¬ 
ized carriers during 1975, $35 million, rep¬ 
resent under four percent of the Bell 
System’s revenues from interstate pri¬ 
vate line services, or 0.4 percent of Bell’s 
1975 interstate revenues. Of the $35 mil¬ 
lion, well over 20 percent is returned to 
the telephone companies in the form of 
payment for local distribution or other 
facilities. Thus, even if there were no 
stimulation of new demand for private 
line services, and all OCC gains are di¬ 
rect telephone company revenue losses, 
these losses to date have been insignifi¬ 
cant. There is further no justified show¬ 
ing that MTS/WATS business has de¬ 
clined as a result of cross-elastic effects 
from private line services. Rather, MTS 
and WATS traffic has continued to rise 
substantially, despite rate increases 
which have allegedly been justified on 
grounds totally unrelated to competi- 
tion.* 13 

339. In short, the record is devoid of 
justification for the claims made of dire 
consequences to the established carriers 
from OCC competition. The lack of sup¬ 
porting material, especially workpapers 
or references to back up assertions, 
limits our ability to analyze fully many of 
the filings. There are also areas where 
studies or filings are internally contra¬ 
dictory or clearly unsupported by other 
undisputed facts. 

340. In regard to innovation, while it 
is not possible to predict what innovative 
services will be devised by existing or 
new specialized carriers, we find that ex¬ 
isting OCCs are offering some innovative 
services today, and we find nothing in 
the record which indicates that new 
services will not continue to be devel¬ 
oped to meet otherwise unmet commu¬ 
nications needs. 

341. We have also found in Docket No. 
18128 that most private line services of 
AT&T do not cover their costs and or¬ 
dered rate increases. Thus even the small 
impact to date from competing carriers 
has been minimized as a result of these 
non-compensatory rates. 

342. As to the future, we conclude that 
it is unrealistic to assume that the OCCs 
will be able to attain sufficient traffic and 
revenue levels to achieve the market 
penetration projected by USITA and 
others. High overall communications 
penetrations assume that OCC services 


For example, AT&T filed Increased rates 
In January, 1975 and March. 1975 which were 
purportedly required by Increased cost of 
capital. Following hearing, we prescribed 
an Increase In Bell's overall rate of return, 
57 FCC 2d 690 (1976), and AT&T filed across- 
the-board rate Increase in January. 1976. 


will compete directly with MTS, an as¬ 
sumption which a study of the history of 
our regulatory posture toward competi¬ 
tion demonstrates is unfounded. Further, 
the established carriers’ competitive price 
responses have caused them to retain the 
bulk of the private line market. Much of 
the OCCs’ market is therefore comprised 
of new demand or specialized services 
meeting otherwise unmet communica¬ 
tions needs. Additionally, the OCCs have 
entered the market at a time of tight 
money and high interest rates, and as a 
result have experienced continuing cash 
flow difficulties, as the recent bankruptcy 
of Datran demonstrates. While we be¬ 
lieve that the OCC industry will remain 
viable, we cannot envision the raising of 
the capital necessary to obtain the over¬ 
all telecommunications market shares 
anticipated by USITA and others. 

343. In order that the OCCs will achieve 
and maintain a significant share of the 
total telecommunications market, they 
must develop and offer services which are 
not otherwise available and for which a 
market will develop. They cannot long 
survive by attempting to undercut estab¬ 
lished carriers in the provision of exist¬ 
ing services, unless they can devise meth¬ 
ods of greatly cutting their costs. While 
the established carriers serve primarily 
the mass markets, the OCCs tailor their 
services to meet the needs of a compara¬ 
tively small number of users. We foresee 
that such carriers have a role to play in 
the telecommunications industry, but 
that they will not adversely impact the 
established carriers. 

Federal Communications 
Commission,* 11 
'Vincent J. Mullins, 

Secretary. 

Appendix A 
(Docket 200031 

list or partit s 

Established Common Carriers 

American Telephone and Telegraph 
(AT&T) 

Continental Telephone Corporation 
GTE Service Corporation (GTE) 

National Telephone Cooperative Associa¬ 
tion (NTCA) 

United States Independent Telephone As¬ 
sociation (USITA) 

United Telephone Systems (UTS) 

Western Union Telegraph Company 
Specialized Common Carriers and Intercon¬ 
nect Companies 

American Satellite Corporation (ASC) 
Computer and Business Equipment Manu¬ 
facturer Association (CBEMA) 

Computer Industries Association 
Data Transmission Company (Datran) 
International Business Machines Corpora¬ 
tion (IBM) 

International Telephone and Telegraph 
Company (ITT) 


*** Concurring and dissenting statements of 
Commissioner Rooks and separate statement 
of Commissioner Fogarty filed as part of the 
original document. 


MCI Telecommunications Corporation and 
Microwave Communications, Inc. (MCI) 
North American Telephone Association 
(NATA) 

Phonetele Corporation 
Southern Pacific Communications Com¬ 
pany (SPCC) 

Regulatory Agencies 

National Association of Regulatory Utlliu 
Commissioners (NARUC) 

Nebraska Public Service Commission 
(NPSC) 

New York Public Service Commission 
(NYPSC) 

Office of Telecommunications Policy (OTP) 
Users 

ABC. CBS. and NBC 

American Petroleum Institute. Central 
Committee on Telecommunication 
(API) 

Bunker-Ramo Corporation 
Commercial Metals Company 
Indiana University Law School 
Krlgger, Inc. 

South Bend Freight Lines 
Telecommunication’s Management. In« 
(TMI) 

United Telecommunications Council (UTC) 
Appendix C 

MARKET AND MARKET SHARE FORECASTS OF 
INTERCONNECT COMPETITION 

1. One measure of the competitive efle 
of interconect competition Is the market 
penetration vis-a-vis the telephone com¬ 
panies achieved by Interconnect spmpanles 
to date and forecasted market penetration in 
the future. Indeed, we find that estimates of 
historical market penertation and forecasts 
of interconect company market penetration 
in the future were basic to the validity of all 
the contribution loss claims we considered 
above. Thus, we have already stated some of 
our findings with respect to market penetra¬ 
tion estimates. We address the subject in 
more detail herein to clairlfy the nature and 
the extent of interconnect competition. Data 
and forecasts of the terminal equipment 
market are found primarily in the filing 
of AT&T. NARUC, CBEMA. NYPSC. OTP and 
USITA. We report aud evaluate some of these 
forecasts In Table IV-14 below. We also 
utilize the Frost and Sullivan report as an 
additional source of data. We note that we 
have considered all filing herein containing 
market penetration estimates for Intercon¬ 
nect companies and that our findings art* 
applicable to all estimates provided. Our dis¬ 
cussion will be divided into three section. 1 
Our general findings; our finding that in¬ 
terconect competition appears to cause ex¬ 
pansion in certain terminal equipment mar¬ 
kets to the benefit of both telephone and in¬ 
terconnect companies; and our discussion 
aud comparison of some of the specific 
penetration estimates porvlded. 

2. General Findings. For the most part, we 
find the data and forecasts provided purport¬ 
ing to show historical or projected intercon¬ 
nect industry market penetration deficient 
Generally, the studies and forecasts provided 
failed to take Into account the business risk* 
faced by the interconect industry. Some In¬ 
terconect sunpliers have suffered large bus¬ 
iness losses (e.g* Areata lost *2.1 million on 
sales of $18 million In 1971) because of some 
deficiencies • in marketing and management 
and the scarcity of managerial talent." 1 


«• USITA Comments, p. 7. quoting an in¬ 
dustry source "The Protection of a Contract" 
Communicators Management and Engineer¬ 
ing. November 1974, p. 19. 
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Tablk TV-14. — Projected telephone company (TELCO) and interconnect industry (1C) 
market share for I'ltX and KTS —/97»-8> 

[la percent) 




1975 



1900 



1984 



PBX 

KTS 

PBX 

KTS 

PBX 

KTS 


Telco 

IC 

Teloo 

IC 

Tolco 

IC 

Telco 

TC 

Telco 

IC 

Teloo 

IC 

Bell (SRI) . 

94.6 

5.4 

97.3 

93 

2.7 

2 

89.5 

79 

10.5 

21 

93.4 

93 

0.0 

8 

84.4 

61 

1.1 C 
39 

819 

85 

11.1 

15 

NARUC. 

92 

8 

NYP8C (Amcstell). 
US IT A (SAI). 

91.34 

90 

5.00 

4 

93. W 
97 

<152 

3 

81. 

S3 

IB. 40 
17 

73.14 
89 

26.88 

11 

08. 43 
75 

31.57 

25 

5ft 46 
K5 

49.51 

15 


Sovrces: Bell Ex. No 19, tables 1 and 2. NAI1UC Committee on Communications Report. May 15,1974. tables C3, 
' comments. James Aupstelt, ' The Revenue and Cost Impact of Interconnection”, Jamuiry 1975. r». 

7«. U8ITA comments, SAI study, p. 11-25, table 11-4. 1 


The Frost and Sullivan report Indicates 
that by the 1980 s It Is Ukely that the PBX 
control equipment market will be totally 
regained by the telephone companies, but 
that there will be many independent vendors 
oi software for stored program devices.- 1 * 
The uncertainties of the regulatory cli¬ 
mate and telephone company competitive 
responses 117 would appear to add to the busi¬ 
ness risks for interconnect companies at this 
stage of the industry. Thus, it must be rec¬ 
ognized that some interconnect companies 
may find it difficult to obtain essential capi¬ 
tal for rapid market expansion and penetra¬ 
tion.^* 

3. Most market “studies'’ were simply pro¬ 
jections of interconnect company growth pat¬ 
terns of the past 4 or 0 years. Such methods 
lead to rather unrealistic estimates of inter¬ 
connect market penetration. As noted above, 
essential capital for rapid market expansion 
and thus extensive market penetration may 
not be readily available in light of the busi¬ 
ness risks faced by the Interconnect Industry. 
Further, a crude projection of present trend 
must necessarily have a great range of at¬ 
tendant uncertainty. For example, no re¬ 
spondent gave us any reliable data on the 
sort of variation that might be associated 
with his projections. We believe various 
modeling techniques could have been used 
to develop the 1985 market and market share 
independently. Such models would have con¬ 
sidered the stimulative market effects of the 
Increased Innovation which we have found is 
occurring. Further, no respondent used any 
estimate of the price elasticity of demand 
for particular vertical services. This omission 
Is important, since Bell has presented evi¬ 
dence that the elasticity of demand for cer¬ 
tain tele-communications services may be 
quite high.* 1 * If Bell is correct in this respect, 
any price reductions attendant upon inter¬ 
connect competition will not reduce industry 
revenues, but could increase them. Since we 
are dealing with long-term changes in price 


413 Frost and Sullivan, p. 57: NARUC ap¬ 
pears to agree, stating that once telephone 
companies “shape up” due to the pressure 
of competition, then there will be no business 
left for the Interconnect suppliers. NARUC 
Comments, p. 12. 

For example, we note the virtual ab¬ 
sence of PBX and KTS Interconnect compe¬ 
tition In North Carolina due to policies 
adopted by the North Carolina Commission. 

37 We find Indications that the telephone 
companies have responded significantly to 
interconnect competition through innova¬ 
tion and by adopting new pricing responses. 
e 9- two-tier pricing of PBXs. 

We do not consider herein the economic 
aud other ramifications of IBM's full entry 
into the competitive terminal equipment 
markets. Therefore, we expect this possibility 
to be addressed by the parties in the further 
stages of this inquiry. 

:,# Bell Ex. No. 44. The study was done by 


structure, we would conclude from the Bell 
study that rate reductions could cause tem¬ 
porary dips in gross revenues followed by 
long term increases as customers adjusted 
their calling habits. It is unfortunate that 
vertical services (PBX, KTS and ancillary 
equipment) were not separately studied in 
this respect. 

A. Rodney Dobell and four associates. 

4. Market Expansion. All the studies sub¬ 
mitted assumed that the market growth of 
the interconnect companies Is entirely at the 
expense of the telephone companies. We find 
Indications that to a great extent the reve¬ 
nues generated by Interconnect equipment 
suppliers are not diverted from telephone 
companies’ markets. Thus, interconnect com¬ 
panies have developed new markets, in addi¬ 
tion to existing telephone company mar¬ 
kets, in several areas. One of the most notable 
areas is terminal equipment used for infor¬ 
mation exchange.* 20 As Information became 
more voluminous and complex, users re¬ 
quired more efficient means for transferring 
information between geographically sepa¬ 
rated points. Interconnect companies have 
responded, faster to this need than Bell. 

The Interconnect industry had a modem 
that allowed information transfer at 4800 bits 
per second in 1965, whereas Bell did not begin 
marketing at 4800 bps modem until mid- 
1972. Also, the interconnect industry mar¬ 
keted 7200 and 9600 bps modems by 1969, 
whereas Bell first marketed a 9000 bps modem 
in 1974. Before “C^rterfone”, there were few 
Independent interconnect vendors, supplying 
primarily accoustlcally-coupled modems. 
There are now at least 50 manufacturers with 
at least 80 models. The sale of telephone an¬ 
swering devices is another example where 
terminal equipment suppliers have enlarged 
the total terminal equipment market rather 
than penetrating the telephone company’s 
market share. The telephone companies be¬ 
gan marketing some answering devices during 
the late 1950’s, although the devices were 
available earlier. However, sales of answering 
devices have Increased substantially since 
“Caterfone.” For example. Phone Mate, Inc. 
has sold 300,000 devices since 1969, an amount 


a^We find there is little disagreement or 
confusion in the analysis of the Interconnect 
market for data and ancillary devices and 
6uch devices as answering machines. It is gen¬ 
erally agreed in the industry that the carrier 
offerings are somewhat limited, and that the 
interconnect sales have little potential for 
economic harm to the carriers, - since the 
carriers’ market for these devices was very 
small. In this area then, it appears that the 
Interconnect suppliers may be competing for 
the most part among themselves, rather than 
competing only against the telephone car¬ 
riers. Accordingly, we concentrate our anal¬ 
ysis primarily on competition in the KT8 
and PBX markets as do the respondents. 


five times larger than the number of an¬ 
swering devices provided since 1958 by the 
Bell System although we believe telephone 
company sales of such devices may be in¬ 
creasing.* 11 

5. Interconnect suppliers have also ex¬ 
panded the PBX market under several alter¬ 
native definitions of the market. 323 As we note 
below, there are 163 different PBX’s available 
of which only 13 are Western Electric prod¬ 
ucts. An examination of Table IV-15 below 
indicates that the Bell System small PBXs 
(1-40 lines) have decreased from 127.000 
units In 1958 to 73,000 units in 1974. a decline 
of 43%. It is not clear that competition has 
been the cause of the declining trend In 
small PBXs; nor does it seem it has hastened 
the decline; since the rate of decline has 
not been constant but varies. We believe 
this makes it difficult to attribute the decline 
to competition. The 1970's economic reces¬ 
sion may be a cause of some of the loss; 
however, the ratio of decline in the recession 
Is only slightly greater than the rate of de¬ 
cline ip earlier years. The most important 
factor in the decline of small PBXs has prob¬ 
ably been their displacement by new kinds 
of KTS* which offer comparable features. 33 
Thus, we shall not include smalf PBX’s in 
our analysis of market expansion due to com¬ 
petition. 

6. As shown below, we find the interconnect 
companies have expanded the total market 
for medium (40-100 lines) and large PBXs 
(over 100 lines). The Bell System has added 
units of medium or large PBXs to the system 
In a fairly constant manner since 1958. The 
Increase in medium or large PBXs has ranged 
between 0-200 units per year. The market for 
large PBXs has been relatively more stable 
than that for medium PBXs (although both 
are stable compared to small PBXs) even 
during the competitive years since 1968. 
Thus, the telephone Industry claims that the 
large PBXs are the most vulnerable to com¬ 
petition are not supported by the data in 
Table IV-15 below. However, there may have 
been some initial market penetration, since 
Bell did not add many units from 1970 to 
1971, but. again, the recession probably 
caused many large companies to cut back ex¬ 
penditures at the time. 


3*1 CBEMA Comments, p. 35, footnote. 

m The finding that the total PBX market 
has expanded due to competition has serious 
implications for the validity of the estimates 
of contribution loss provided herein. The 
total PBX market, carrier and interconnect 
companies Is now growing faster than the 
carrier PBX market has grown at any time 
in the past 20 years. The PBXs sold by the 
Interconnect companies which do not dis¬ 
place carrier PBXs, aud this appears to in¬ 
clude a substantial portion of the PBXs sold 
by the interconnect companies, do not cause 
any contribution or separations loss to the 
carriers. Losses can only occur when carrier 
provided equipment is displaced. For the 
most part, the contribution studies provided 
ignore the effect of an expanded intercon¬ 
nect market and therefore cannot- be ac¬ 
cepted as valid. The contribution loss esti¬ 
mates pertaining to KTS competition cannot 
be accepted as valid for the same reason. 

63 In Bell Ex. No. 19, p. 16, Bell attributes 
the decline in the number of small PBXs 
solely to the Interconnect companies dis¬ 
placing Bell-provided small PBXs. It is rea¬ 
sonable to find, however, that Bell-provided 
KTS’ may also be displacing Bell-provided 
small PBXs. See also Frost and Sullivan, pp. 
147-150, wherein the interchangeability of 
small PBXs and KTS* is discussed. 
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Table IV-15 .—PBX market 

(1 unit equal* 1,000 PBXs] 


Bell small PBX’s 
(1-40 lines) 

Units 1 Units 


Bell medium PBX’s 
(41-100 lines) 


Bell large PBX’s 
(100 lines) 


IO 

IO PBX’s • 


nits 

Ided 

Perec nt 

Units • 

Units 

added 

Percent 

Units > 

Units 

added 

Percent 

Units* 

Units 

added 

Percent 

*2 

• 1.57 

27 

2 

7.41 

14 

1 

7.14 


„ _ 

_ .. 

1 

0.80 

29 

2 

6.90 

15 

0 

(L00 




Mi 

•4.76 

31 

1 

3.23 

15 

1 

6.67 

TT _ 


>4 

•3.33 

32 

2 

A 25 

16 

1 

6.25 




* 6 

•4.31 

34 

1 

2.94 

17 

1 

6.88 




• 6 

•4.50 

35 

1 

2.86 

IS 

I 

6.66 




•4 

>*77 

36 

2 

6.66 

19 

1 

6.28 




*2 

•1.96 

3S 

1 

2.63 

20 

1 

5.00 




•3 

•3.00 

39 

2 

5.13 

21 

0 

0.00 

— __ 



»2 

•2.06 

41 

2 

4.88 

21 

2 

9.52 




•4 

>4.21 

43 

2 

4.65 

23 

1 

4.35 




•2 

>2.20 

45 

2 

4.44 

24 

2 

8.33 

0.05 

0.55 

1,100.00 

• 4 

>4.49 

47 

0 

a 00 

26 

0 

(LOO 

0.6 

1.4 

233.33 

•5 

>5.88 

47 

1 

2.13 

26 

1 

3.83 

2 0 

21 

105.00 

•4 

•5.00 

4K 

1 

2.03 

27 

1 

3.70 

4.1 

3.2 

78.05 

•3 

• 3.95 

49 

1 

2.04 

28 

1 

3.57 

7.3 

2 5 

34.25 

• 6 

*8.22 

60 

0 

(LOU 

29 

0 

a 00 

9.8 

1.9 

19.39 



50 



29 . 

.. 

-------- 

11.7 

...- 

. 


1958.. 

1959.. 

1000 .. 

1961.. 
196*.. 

1963.. 

1961.. 

1966.. 

1966.. 

1967.. 

1968.. 

1909.. 

1970.. 

1971.. . 

1972.. 

1973.. 

1974.. 

1976.. 


127 

126 

126 

120 

116 

111 

106 

102 

100 

97 

95 

91 

89 

86 

80 

76 

73 

76.. 


' End of veur. 

* No breakdown of sire (number of lines) available. 

* Negative. 

Source: Bell Ex. No. 20. 

7. More particularly, to examine the PBX 
market expansion using Table IV-16 above, 
we will consider the relevant competitive 
PBX market as being only In medium and 
large PBXs. IX we assume that Bell would 


have expanded the number of medium and 
large PBXs at a rate equal to its best year, 
i.e., added 4.000 units three years in a row, 
(something that it has never achieved since 
1958), the figures would appear as follows: 


One can readily see from the figures above 
that even If Bell would have had three* of 
their best years In a row, the total PBX mar¬ 
ket would still have expanded by some )800 
units for the period. Once again this is a 
worst case analysis. If Bell would have had 
“average" years compounded growth, the 
analysis would show that the interconnect 
supplier expanded the market much more 
than Just 1800 units. We believe some credit 
must be given to interconnect competition 
for expanding the total PBX market by of¬ 
fering special alternatives in equipment fea¬ 
tures. price, supply, service, etc. 

8. Similarly, the total KTS market appeals 
to have undergone some expansion since the 
advent of interconnect competition. 

An examination of Table IV-16 below in¬ 
dicates that Bell achieved some outstanding 
KTS growth rates after 1968. While for the 
years 1958 to 1967, Bell’s growth rate aver¬ 
aged only about 3.3 percent, the post-1968 
growth rate has been about 3.8 percent, a 15 
percent increase. Significantly, this KTS 
market growth was achieved during a reces¬ 
sion. In other words, the KTS market growth 
seems to run counter to the normal business 
cycle since It expanded during a period in 
which business growth in general declined. 
We believe this indicates that competition 
must have had some positive effect in the 
expansion of the total KTS market, for Bell 
as well as for the total KTS market. 



0) 

What Bell could 
have added 

(2) 

What Bell 
actually added 

(3) 

W’hat intercon¬ 
nect companies 
actually added 

(243) 

Total actually 
addM 

(2-13-1) 

Competition in¬ 
duced market 
expansion (worst 
casc) 

1972—. ••«■»•••••• 

4,000 

2000 

2,100 

4,10ft 

100 

197*.. 

4,000 

2000 

3.200 

5,200 

1.200 

1974. 

4,000 

2000 

2500 

4,500 

500 


Taiiijg IV-16.— ContrOmikm J mm fur KTS and PDX Syitcwt ($1000, unless specified otherwise) 
[Estimated economic impact) 


Total 

exfienscs 


Contrlbu- Contrlbu- 

Totnl lion 1 to lion 1 at 10 

(ocitcnscs ovhr. and pet penetra- 
common lion 


<ontrlhu- 

Net impact tJou » at 3ft Net impact 
pet penetra¬ 
tion 


Contribution losses p< 
main telephone 

Of main- 

telephone# At 10 pet At 3ft pet 
penetration penetration 


1978 

Key system.. 

Small PBX. 

Large PBX. 

Total market. 

1983 

Key system.. 

Small PBX. 

Large PBX. 

Total market. 

1988 

Hey system. 

Small PBX. 

Large PBX. 

Total market. 



$14,613 
11,290 
16,733 

$29,851 

20,708 

21.960 

115,038 

9,418 

5,227 

$12534 

8,476 

4,704 

($1,504) 

(942) 

(523) 

$10,527 

6,593 

3,659 

($4,511) 

(2,825)... 

2,500.837 

$1.19 

£l57 


(1,568)... 












29,683 ... 


(2,969)... 

__ 

(8,904)... 



. . 


20,698 

40,201 

19,503 

17,553 

(1,950) 

13,652 

(5,851) 

3,091,894 

$1.13 

$3,39 


15,857 

26,078 

10,221 

9,199 

(1,022) 

7,155 

(3,066) 




- 

24,253 

29,660 

5,307 

4,776 

(531) 

3,715 

(1,592)... 







35,031 ... 


(3,503)... 


(Ill, JOB)... 





29,149 

65,682 

26,433 

24,790 

(2.643) 

18,503 

(7,930)... 
(3,574) — 




. 

21,480 

33,395 

11,915 

10,724 

(1.191 

8,341 


... 

......... 


83,497 

39,085 

5,588 

5,029 

(559) 

8,912 

(1,675)... 





43,936 . (4,393).. (13,180) 


* Revenue contribution by terminal equipment market to cover other costs. 
Source: UT9 comments, exit!bits l and 6. 


FEDERAL REGISTER, VOL 41, NO. 216—MONDAY, NOVEMBER 8, 1976 



























































































NOTICES 


49269 


9. On the basis of the previous analyses, we 
find Indications that the effect of Intercon¬ 
nect competition has been to expand the 
overall Interconnect terminal equipment, to 
the benefit of both telephone and intercon¬ 
nect companies, and not simply to penetrate 
the. existing telephone company markets as 
alleged by the telephone carriers.*"' Our find¬ 
ings concern primarily the KTS and PBX 
markets. In the further stages of this In¬ 
quiry. we expect the parties to address with 
appropriate studies the prospects for market 
stimulation by interconnect competition in 
the main station, business and residential ex¬ 
tension markets. 

10. Specific Study Estimates. While the 
studies submitted contain estimates of mar¬ 
ket and market shares for various future 
years, and while the estimates cannot be ac¬ 
cepted as valid, as explained generally above, 
we nevertheless report and comment more 
particularly upon some of the studies, arriv¬ 
ing at relevant comparisons and conclusions 
where possible (see Table IV-18 above). As 
noted above, we concentrate our analysis 
primarily In the medium and large PBX mar¬ 
ket and KTS market =* 

11. Augstell forecasts that as of the end of 
1973 the interconnect industry penetration 
in the NYTelco area was 4 percent for PBX- 
Centrex, 1 percent for KTS and 27.7 percent 
for Data Set. 25 * He claimed the greatest quan¬ 
titative impact on revenues w*as and could 
continue to be PBX-Centrex and KTS mar¬ 
kets. He estimated an average annual inter¬ 
connect company growth rate of 28 percent 
for PBX and 34.5 percent for KTS for the 
1975-1984 period. It forecast the intercon¬ 
nect company share of the market in 1984 as 
31.6 percent for PBX and 49.5 percent for 
KTS. Augstell estimates an annual gross rev¬ 
enue loss in 1973 due to interconnect com¬ 
petition of $12,939,510 for NYTelco. Approxi¬ 
mately. $7,967,700 (61 percent of the loss) is 
said to be from PBX-Centrex customers 
switching to interconnect suppliers $2,939,181 
(22.93 of the loss) from NYTelco KTS cus¬ 
tomers switching to interconnect suppliers, 
$1,947,522 (15.2 percent of the loss) from 
NYTelco data set customers switching to in¬ 
terconnect suppliers, and only $22,107 (0.17 
percent of the loss) from individual line 
(non-KTS) changes by NYTelco customers. 

12. The Augstell study is a projection based 
on four years of data. Total markets for the 
years 1973-85 were estimated by means of a 
simple extrapolation of NYTelco’s recent 
growth. Then the Interconnect market share 
was projected by fitting a parabola to four 
years of data. As noted previously, it Is in¬ 
appropriate to extrapolate growth rates of 
the interconnect companies market share, 
which is similar to what Augstell did. The 
reason is that, since the initial market per¬ 
centage is near zero, any absolute growth in 
sales will imply astronomical growth rates. 
In light of Innovation and pricing responses 
to competition by telephone carriers and 
other business risks faced by interconnect 
companies it is unrealistic to expect inter¬ 
connect companies to achieve such market 
penetration. Indeed after six years of ag¬ 
gressive marketing, including the introduc¬ 
tion of improved operating features and more 
favorable price terms than normally fur- 


Indeed, between 1969-1975 the Bell Sys¬ 
tem gained over $1.3 billion in additional 
revenue from PBX and KTS services. How¬ 
ever, interconnect company revenues at the 
end of the period were less than 10 percent 
ot merely the growth portion of Bell System 
revenue from these services. Bell Ex. No. 20- 
A. p. 5. 

** Supra, n. 7. 

Augstell Study, supra. 


nished by the common carrier industry. 
NARUC estimates the interconnect firms had 
obtained by 1974 less than 1 percent of Bell’s 
KTS market and less than 6 percent of Bell’s 
PBX revenue. 237 Augstell’s results are also 
questionable with respect to KTS. Augstell’s 
projection of a 50 percent KTS market share 
for the interconnect companies by 1984 (pre¬ 
ceded by a 27 percent KTS share forecasted by 
Augstell in 1980) Is unrealistic, and also ap¬ 
pears to be due to the extrapolation of a very 
high Initial growth rate for interconnected 
KTS’, a rate due to a low number of inter¬ 
connected KTS’ In the early years. As noted 
above, this high rate of growth cannot rea¬ 
sonably be expected to continue. Accordingly, 
the Augstell forecasts are without merit. 

13. Historical data supplied by AT&T re¬ 
garding Bell System and interconnect com¬ 
pany provided terminal equipment is found 
in Bell Ex. Nos. 20 and 20-A. Some of this 
data has been set forth in Tables IV-15 
and IV-16 above. The equipment considered 
is PBX (small, medium, and large, sepa¬ 
rately) , KTS. modems, dialers, answering sets, 
and extensions. For Bell System-provided 
equipment data is given for 1958 through 
1975; for non-Bell PBX and KTS for the years 
1969-1975. Bell claims that in 1975 it lost 
$97.3 million in PBX revenue and $32.9 mil¬ 
lion in KTS revenue due to interconnect com¬ 
petition and that the 1975 revenue loss as 
a percent of total 1975 Bell System PBX and 
KTS revenue was 4.64 percent. Annual rev¬ 
enue lost by Bell as a percent of average an¬ 
nual Bell System revenue increase (1969- 
1975) was claimed to be 13.7 percent for 
PBX, 6.4 percent for KTS and 9.9 percent 
combined. Bell also provided an extensive 
series of forecasts for 7 categories of terminal 
equipment in Bell Ex. No. 19 prepared by 
Stanford Research Institute (SRI). Forecasts 
from 1975-1984 are given for customer-pro¬ 
vided PBX (including Centrex). KTS, data 
terminals, modems, automatic answering de¬ 
vices, dialing devices, and mobile telephone 
equipment. The SRI study forecasted 1975- 
1984 Average Annual Growth Rates (AAGR) 
of 10 percent for PBX and 15 percent for 
KTS. For example. SRI predicts interconnect 
company PBX industry sales will be $475 mil¬ 
lion in 1984 and that its present levels of 
sales is about $120 million. It forecasted that 
by 1980 the interconnect industry would have 
10.5 percent of the PBX market and 6.6 
percent bf the KTS market In terms of tele¬ 
phones Installed and that by 1984 the PBX 
penetration would rise to 15.6 percent and 
KTS penetration to 11.1 percent. 

14. Underlying the figures presented in 
Bell Ex. No. 20. is the unsubstantiated claim 
that the growth in non-Bell provided ter¬ 
minal equipment is necessarily a revenue 
loss to the Beil System. However, Bell rev¬ 
enues have been increasing in every equip¬ 
ment category throughout the periods con¬ 
sidered. e.g.. between 1974 and 1975 Bell’s 
PBX annual revenues increased by approxi¬ 
mately $200 million, while Interconnect com¬ 
pany PBX revenues increased by approxi¬ 
mately $20 million. Arguments can be 
given for increased or decreased Bell rev¬ 
enues if competition is eliminated, depend¬ 
ing on whether competition served to 
stimulate demand or not. Above, however, 
we find indications that competition has 
stimulated overall terminal equipment mar¬ 
ket demand to the benefit of both telephone 
and interconnect companies. 


337 NARUC Comments, p. C-ll. Table C-3. 
See also Table IV-14 above and the 1976 
market penetration figures which Indicate 
insignificant market penetration by inter¬ 
connect firms to date. 

Bell Ex. No. 20-A, pp. 3-4. Supra, n. 11. 


15. With respect to Bell’s Ex. No. 19 and 
the SRI study, we find no detail is pro¬ 
vided as to SRI’s methodology or assump¬ 
tions. Thus, we do not know whether the 
SRI intended its study at its best estimate, 
its minimum estimate, or its maximum es¬ 
timate. It is also impossible to determine 
from SRI’s results whether and to what de¬ 
gree competition is assumed to stimulate 
the market; that is, whether or not growth 
occurs at the expense of the carriers. As 
noted above, in some areas, such as the 
market for dialing and answering devices, 
the telephone company sales appear to be 
growing slowly. While SRI projects growth 
tends and market shares we find indications 
that the expansion of those markets have not 
been at the expense of the established car¬ 
riers. The market for modems is also, to a 
great extent, an expansion of the existing 
market. As far as data terminals are con¬ 
cerned, SRI indicates a mixed picture, with 
printer types (teletypes, etc.) being replaced 
by cathode ray and specialized units. Here 
again, SRI confirms our own findings in this 
docket and in the Computer Inquiry, supra, 
that the carriers appear to be lagging to 
some extent in the provision of specialized 
devices to meet the needs of their custom¬ 
ers, until stimulated by competition. It also 
appears that the new devices may be creating 
a new market in such applications as point 
of sale terminals, etc. 

16. NARUC provided some forecasts of 
market shares which show extremely high 
levels of interconnect company penetration. 22 * 
At the outset, we note that we were not 
furnished with the underlying documenta¬ 
tion which makes a comprehensive analysis 
of the findings difficult. 

However, to the extent possible, we report 
and analyze the NARUC forecasts. The 
NARUC report does agree with certain of our 
other findings, e.g., that the interconnect 
company penetration into the PBX market 
will be greater than Into the KTS market. 
However, as we have shown above, PBXs, 
particularly large PBXs. are* likely recipients 
of subsidy from basic local telephone serv¬ 
ice. Therefore, a higher Interconnect com¬ 
pany penetration into the PBX market could 
serve to minimize any adverse effects from 
interconnect competition on local exchange 
subscribers. NARUC estimates what it terms 
minimum levels of penetration, which are 
much higher than those reported by the Bell 
System and certain others. Using the 1974 
FCC Statistics of Communications Common 
Carriers, we find that, in general, for a com¬ 
mon carrier to earn $1 in revenues it must 
invest $3 in plant. We will utilize this 1 to 3 
ratio to analyze, in part, the NARUC re¬ 
sponse. NARUC forecasts indicate that PBX 
interconnect revenues are around $115 mil¬ 
lion for 1975. However, it forecasts that the 
Interconnect industry will have sold enough 
PBX equipment by 1984 to cause the Bell 
System to lose $1,265 billion. NARUC esti¬ 
mates $545 million in KTS revenues will be 
lost to the Bell System companies in 1984. 
NARUC bases its figures on a 20 percent 
minimum average compound annual growth 
rate for PBX units in service (35 percent for 
KTS). We find the growth rates and pro¬ 
jected market shares provided by NARUC 
are unrealistic. Applying the 1-3 revenue- 
investment ratio to PBXs, the Interconnect 
companies must sell $3.8 billion in PBXs by 
1984 to generate the $1,265 billion in rev¬ 
enues which could allegedly be lost to BelL 
In the case of KTS*, the interconnect com¬ 
panies w’ould have to sell approximately $1.6 
billion In KTS’ by 1984 to generate the $545 


=* NARUC Comments, NARUC Report After 
Investigation. May 16, 1974. 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 








49270—19280 


NOTICES 


million In revenues which could allegedly be 
lost to Bell. In contrast, SRI’s more reason¬ 
able estimates Indicate that interconnect in¬ 
dustry PBX sales will be only $475 million by 
1984, and that present interconnect com¬ 
pany PBX sales levels are only about $120 
million. 53 ’ As noted above, the interconnect 
industry could have some difficulty in obtain¬ 
ing essential capital for such rapid market 
i.xpanslon. Moreover, it appears that the 
NARUC figures do not take into account fully 
the market stimulation caused by intercon- 
ect competition and the effect of telephone 
company innovation and pricing responses to 
: .rape tit ion. Indeed, NARUC indicates else- 
w here that once telephone companies "shape 
up’’ due to the pressure of competition there 
will be no business left for interconnect 
suppliers. 331 Accordingly, the NARUC fore¬ 
casts are without merit. 

17. USITA submitted an impact stud y of 
interconnect competition for PBX, KTS, and 
business and residential extensions with re¬ 
spect to Independent telephone companies 
as part of its contribution analysts, which 
has beeu considered in detail elsewhere 
herein. SAI furnished that interconnect mar¬ 
ket penetration would focus on user organi¬ 
zations such as hospitals, hotels, motels and 
educational institutions, which rarely change 
location and have relatively stable arrange¬ 
ments of terminal Installations within their 
facilities. SAI estimates typical interconnect 
market penetration as 2 percent but in hotels, 
motels, and educational Institutions as over 
15 percent. SAI estimates the interconnect 
average annual growth rate as 11 percent for 
residence extension. 7 percent for business 
extension, 5 percent for PBX and 5 percent 
for KTS during the 1975-1984 period. feAI 
forecasts the 1985 Interconnect company 
market share (its base case est imat e) as 26 
percent for PBX, 16 percent for KTS. 35 per¬ 
cent for business extension and 25 percent 
for residence extension. 

18. SAI’s projected terminal equipment 
market shares are purportedly based on "ex¬ 
pert opinion obtained through an informal 
SAI survey". T+E finds, and we agree, that an 
"informal survey" is less than a fully ade¬ 
quate basis upon which to base decadal fore¬ 
casts of market penetration and revenue and 
contribution losses, particularly since SAI 
provides no details of the distribution of ter¬ 
minal share estimates it gathered in the sur¬ 
vey. T+E notes that we do not know if the 
values used in the study represent the mean 
estimates nor do we know how large the 
variance was around the mean. Also, T+E 
finds that there is another critical assump¬ 
tion implicitly made, though not stated, in 
the SAI analysis, l.e.. that the rate of growth 


** Bell Ex. No. 19, SRI Study, p. 7. Table 1. 
Based on the limited number of data points 
used to project the revenues and sales, we 
believe both SRI and NARUC estimates are 
of questionable validity. 

- 1 Supra, n. 2. 


of the total terminal equipment market fac¬ 
ing the independent telephone Industry is 
unaffected by rate of market growth and/or 
the extent of Interconnection.'* 43 This reflects 
the assertion made by SAI that the inde¬ 
pendents rely primarily on the same ter¬ 
minal equipment suppliers as the intercon¬ 
nect company distributors themselves. Then, 
once terminal equipment manufacturers in¬ 
troduce innovations, their diffusion within 
the interconnect company does not depend 
on the extent of interconnection. No evidence 
is presented to support the SAI assertion. 
Equally Important is the fact that if inter¬ 
connection is forbidden or severly limited 
outside the independents (Le., for Bell af¬ 
filiated companies), there may be a decline 
in the rate of innovation In terminal equip¬ 
ment by independent manufacturers. Finally. 
SAI points out that vertically intergrated 
(dUtributors/manufacturers) interconnect 
companies, such as RCA, are becoming more 
important. In this case, contrary to the SAI 
assertion, the rate of Innovation, and hence 
the market growth rate, may again depend 
on the extent of interconnection within the 
Independent telephone Industry. In any 
event, T-fE finds that much more substan¬ 
tiation of the assertion that the independ¬ 
ents purchase terminal equipment from the 
same suppliers as the Interconnect distribu¬ 
tors Is needed. 

19. Although some of SAI’s growth rates ap¬ 
pear plausible at first glance. It is not possi¬ 
ble, absent underlying documentation, to de¬ 
termine the reasonableness of SAI’s assump¬ 
tions regarding competitive pricing responses 
by telephone carriers which utilized. In part, 
in arriving at such growth rates Finally, by 
assuming that terminal equipment market 
growth is exogenous, SAI as did Augstell, 
makes interconnect competition a "zero-sum 
game,” i.e., absolute revenue gains of Inter¬ 
connect companies imply an absolute revenue 
decline of independent telephone company 
vertical service net revenues. 533 Accordingly, 
we cannot accept the SAI market penetra¬ 
tion forecasts. 

20. CBEMA on page 63 of its Comments 
refers to the NARUC Report for Its predic¬ 
tions on the future of the PBX and KTS 
markets. Quoting NARUC, CBEMA predicts 
that the common carriers would obtain up 
to 61 percent of the $2 billion Increase in 
PBX equipment, and up to 85 percent of the 


»In particular. SAI’s view Is that the only 
vertical service category open to growth- 
stimulating Innovation is residential exten¬ 
sions and that PBX, KTS and business ex¬ 
tensions are not open to growth stimulation. 
This view is contrary to our market stimula¬ 
tion findings above. See T-fE Reviews to Addi¬ 
tional Submissions, May 25, 1976, pp. 3-21, 
which will be made available at a later date, 
for a thorough discussion of this and other 
difficulties with the SAI Study. 

Assuming, of course, that vertical service 
rates are compensatory. 


$2.3 billion Increase in KTS. Mention of the 
time period to which these numbers refer 
and how they were obtained is omitted 
CBEMA claims that the telephone common 
carrier will enjoy a net revenue Increase due 
to the expansion of the market. A large par: 
of that expansion is alleged to come from in¬ 
terconnect competition. We note that the 
NARUC projections of common carrier mar¬ 
ket shares relied upon by CBEMA are maxima 
("up to" 85 percent) not conservative es¬ 
timates and that these projections are un¬ 
substantiated by NARU. OTP did not pro¬ 
vide any data or forecasts itself, but did cri¬ 
ticize those of NARUC and Augstell. It stated 
that while both reports make projections to 
1984, they use data from the four-year pe¬ 
riod 1970-1973 to extrapolate 11 years into 
the future. OTP notes, correctly in our view, 
that to assume that previously observed In¬ 
terconnect growth rates will continue beyond 
or even up to 1980 is highly questionable 
OTP also states currently in our view, that 
the forecasts to 1984 also seem to ignore the 
technological and marketing innovations that 
are taking place in the industry. 

21. In summary, in Table IV-14 above, we 
present forecasts of the PBX and KTS mar¬ 
kets in 1975, 1980, and 1984. Assuming ar¬ 
guendo the validity of the forecasts pre¬ 
sented, they point to Insignificant market 
penetration to date, perhaps 6 percent as a 
maximum, and to a potential interconnect 
company market share of well under 20 per¬ 
cent by 1984.--* 

As noted above, however, we find that in¬ 
dications are that much of the interconnect 
market may be an addition to the telephone 
carriers’ markets, so that even if the tele¬ 
phone carriers may have 80 percent of the 
total market by 1984. which we believe Is a 
conservative estimate, they will have a much 
higher dollar share of the market than they 
would have had absent Interconnect com¬ 
petition. We note again, however, that the 
market penetration forecasts shown for the 
interconnect companies are without merit. 
In the further stages of this inquiry, we 
expect parties to provide realistic estimate 
of markets and market share penetrations 
which take Into account likely innovative, 
technological and pricing responses by tele¬ 
phone carriers and market stimulation 
caused by interconnect competition. As 
noted above, we expect such filings to ex¬ 
amine in greater detail the main station and 
residential and business extension markets. 
We also solicit the views, studies, etc. of in¬ 
terconnect firms (both independent manu¬ 
facturers of interconnect equipment and in¬ 
terconnect distributors) since their partici¬ 
pation in this Inquiry has been minimal to 
date. 

|FR Doc.76-32223 Filed 11-5-76:8:45 ami 


“» As noted above. Frost and Sullivan in¬ 
dicated that by the 1980’s it is likely the 
PBX market will be totally reacquired by the 
telephone companies and NARUC appears to 
agree. Supra, n. 2. 
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PROPOSED RULES 


INTERSTATE COMMERCE 
COMMISSION 

[ 49 CFR Part 1100] 

|Ex Parte No. 55 (Sub-No. 24) ] 

REVISED RULES OF PRACTICE 
Proposed Rulemaking 

• Purpose: The Commission herein 
proposes to revise its Rules of Practice in 
order to facilitate and expedite proceed¬ 
ings before it. • 

The Commission, pursuant to a recom¬ 
mendation by its Blue Ribbon Staff Panel 
in 1975, began an evaluation of its Rules 
of Practice with the aim of updating, 
clarifying, and improving them. Subse¬ 
quently, the Railroad Revitalization and 
Regulatory Reform Act of 1976, Pub. L. 
No. 94-210, 90 Stat. 31, charged the Com¬ 
mission with a duty to review and revise 
its Rules of Practice in the rail area 
within one year of the date of enactment. 

Pursuant to its commitment resulting 
from the Blue Ribbon Panel’s recom¬ 
mendation and its statutory duty, certain 
proposed revised Rules of Practice have 
been compiled which are designed to 
clarify and simplify our existing rules 
and make more efficient the procedures 


employed in proceedings before the Com¬ 
mission arising under the Interstate 
Commerce Act and related acts. Some of 
the significant modifications proposed in 
this rulemaking include the limiting of 
the use of interrogatories and requests 
for admissions to those circumstances in 
which depositions and production of doc¬ 
uments are currently permitted, revision 
of the procedure regarding administra¬ 
tive appeals, and provisions for the sub¬ 
stitution of oral argument in lieu of writ¬ 
ten briefs at the conclusion of hearings. 
These proposals, which upon approval by 
the entire Commission will require a re¬ 
numbering of the Rules of Practice, are 
being proposed by the Commission’s 
Committee on Rules. 

The proposed action is not expected 
to affect significantly the quality of the 
human environment within the meaning 
of the National Environmental Policy 
Act of 1969. No oral hearing is contem¬ 
plated at this time, but anyone wishing 
to make representations in favor, or 
against the proposals may do so by the 
submission of written data, views, or 
arguments. An original and 15 copies 
(wherever possible) of such data, views 
or arguments shall be filed with this 
Commission on or before January 7,1977. 


Such time should be sufficient for inter¬ 
ested persons to obtain copies of the pro¬ 
posed rules and analyze the issues. No ex¬ 
tensions of time are contemplated in 
light of the Commission’s statutory dead¬ 
line to complete this task. 

Copies of the proposed rules are ap¬ 
pended to this notice and will be avail¬ 
able in the docket and upon written re¬ 
quest to the Secretary, Interstate Com¬ 
merce Commission, Washington, DC. 
20423. All written submissions will be 
available for public inspection during 
regular business hours at the offices of 
the Interstate Commerce Commission, 
12th and Constitution Avenue, Washing¬ 
ton. D.C. 

Notice to the general public of the 
matter herein under consideration will 
be given by depositing a copy of this 
notice in the Office of the Secretary of 
the Commission for public inspection and 
by filing a copy thereof with the Direc¬ 
tor, Office of the Federal Register. 

By the Commission’s Committee on 
Rules. Chairman Stafford. Vice Chair¬ 
man Clapp, and Commissioners Murphy 
and Corber. 

Robert L. Oswald, 
Secretary. 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 





PROPOSED RULES 


49283 


c cn ; 


S 


G W G 
I -3 5m ID 
04J Cfl O 
05 Pm X3 


to t3 
W 0) 

ID O 
•H O 

to JM . . _ _ 

c ocn X) -u a 

o mo -h w 
o g.h c co 

X3 rM <u O to x3 
0) W I «—l vM 4J 4-) 
5 m H-rl 4J a 

a) O O X! 3 G 60 

JC W rH 3 a) g 3 
rM X3 W G -H 
XJ G 4J U M 03 

g g u to *h *h 
to c O p> 
O 0) ? to 6'73 

- a) co 
o g E co o u 
U 4M O -H 5M 

CM 0) CO rH rH a) 

5m g x» co x 

CD <1- X! 3 *H 4J 
60 to co a, o 5-1 
53 CtI G 3 
(O'HtIH o Cu4m 

x; o axi to 

o co 0 y 

53 w o a) xi 

rM O 3 G 60X3 

ton m o C4JX 
aw p co-h c 
H ^ 5 rH 4-1 co 
G 0) 5 m G rH o 
C to *H 60 CO 
Ti C 3 C O (UON 
4H Ccj o m 

a <uxj >,ch 

<0 5-1 OX3 (0 rH 
<0X3 W l 

X3 W rH CO <0 to r-l 
H CO *H > nH O 
<5-. JmX 3*H XrM 
O 3 H W <0 rH 


l 4-1 <0 
POO 
•H *H 

to f> 
>%<u 5 m 

pH <0 
CO 3 to 
04 

C3 5m 
•H <0 <0 
l X3 X3 
h y y 
>H 5m 
<0X3 C3 
> W 4M 
0)1 ' 


JS 4m . 

C30 
to oo 
y oh 
53 rH 

<0 W 
<0X3 5m 
5m W CO 
•H PM 

3 <0 

CT 5-i fi 
<0 <0 *H 
5m X3 
S <0 


X 

<0 w 

X) 

£3 X 
•H -H 
XJ 
53 3 
<0 <0 
a 
w a 
2 < 
w 53 

*H 

XJ 

<0 X3 
XJ W 
•H 5m 
> O 
O 4M 
5m 

aw • 
<0 <0 
co co a 


4m i w co 

I O I £3 to CO <0 

O X) <0 <0 <0 <0X3 5m 

5m CO pj • X3 rH rMWWa 

a<otocQ?pxJr» o 

rH G 3 C 3 55 G 

COpCWW to (0 X3 

- 5-i *H 5 m cO <0 H *rl4M W 

<0 cfl XJ X3 < cfl > -H 

G GT3 aw W *H {3 

WX3 <0X5 W a to «*H 

w w y 3 to p 4 <0- w 
iM cococococoacococo 
6 x3 jm x3 co a to co o w 

g w X) P H 3 X w 6 o 

OH 0M >y 3 <UW -H 

CJ 3 <0 O a) to X H (U H 

co 5 m xi w Swum 
<0 i60<o a P3 g co c 

XO pH W *H «5 C O 

W O *H p G G PQO-HO 

iH Q3 HHH >», E 

arH x> P rH W W <0 *H 5 m 
3 iH}m4m*H5mx3»ho • 
W >,cfl PH CO W 0) co 

m 5 m yn to oh a too 

WcO*H O *H 0X5X3 <0 rH <0‘H 
(0 a rH 0) X3 co 3HHHW 
CO iM aw >% o to vM O o 

5m X> to P3 *H W3P3C0 

<OOcO "(OH pH (0 5 m 


•H rH 4M 
rH I o 
X3 rH 
PJO CO 
arH <0 


rH 4H o <0 W 
• *H X3 3 
JH W <0 
l <=4 


tO <0 iM 
•HOW 

O P o 
(0 co to 
aw 5 m 
to co a 


5m <0 
O CO X3 
w a w 


3|P a-o 

<0 C CO 3 

clo to 

4M rM E 

to cO <3 *H 
•H XJ 5m 
X3 <0 <0 W W 
H co 3 5m co 
O <0 to O 

a 60 as 


a*H 

) a 

< to G 


53 w a 
o CO 
HH4 m 

E CO CO o 
•H C3 

Q> > O to 
- - > o o a> 

X3 Q)H O 5m PH 
W 3 tO 60 a*H 3 
g *h pc3 

5m 60 O rH CO i 
G dJHHH W 
> 4M a*H XH p 

0) O (0 3 w <0 0) 


5m G rM P 
O 5m cfl G 
a <u 5 m 


P3 iM CO 60 
•H *H fp 

i i a) w s -h 
g <u g u g 5m x> 
5m X) 5m 3 to G G 
•H XJ X3 0) 
a >13 <u co w o 
c3 eg cro to o o 

fl B G O 5 m 

5m 5m co to a 

i >> a 60 to 

a a> pj g 

05 X3 X3 XJ *H rH C 

0 W 53 'a 3 CO 
PJ XJ tO 05 3J 
0) CO 05 05 53 

6 CO XJ 05 U 5m-H 

o 05OOO 

5m coiH 5m C 

to CO 5 m W O 

« 4M 0) O rH I *H 
o a co 4 m -to 
"to 3 5 m OCJ» 0) 
u C3 to a m*H 

L) *H CO rH E 

< 13 05 05 rH E 

W JPX3-H I 6 
15 a CO W 5 m rH U 
’J 05 O O 

H OX3 60 601—I 05 
15 X W 53 05 rH X3 
S Q5HH W W 
3 3 C CO to 

3 i 5 m O W >s 
JBW0I 5m X3 
W 53 > XJ CO 

i) o a) o a) ax> 

J CO W 60 *H 05 
0 W 4H C W 
J XJ *H CO *H *H O 
0 05 CO W O 05 

H W 53 53 05 W 5m 
15 (0 O 05 a PJ *H 
-»-H O B to O XJ 


0) I rH 

W X3 Jm 0) rM CO 

5m O I 054M a*H a) 

BJH WH ImX O (0 ? rM 

a-H 53 X3 CO W .3 

co 0) 3 a (O CO 05 co a 

CO W JM 05 rM <u : 

•H O X 4m O 05 rM XJ p r 

XW05OW>ppC 
W 05 05 U co 

05 05 5m 05 5m rM 

4M rM X3 05 rM 05 05 < co 

OX3 W X3 X3 X3 X3 *H 

CO d? W W O CO 

< U OCQ O 5m 0) 53 

•H W iM 4 m cO a OO 

W rM w rM . O 0(0 

5m aw 5 m a co x> 
coaacoa6005p<u 
a co 05 a co pj 53 cox3 

X3 q XJ *H o w 

PJ CO ^ 3 to rQ c 
C/3 05 05 t0050553 *H »* 
rM rH 05 D P3 

2 1 53 P O 0) 

to *H 5 m O 3 W W 

M 60 5m SJ *H 5m 

W H 3 x) rM a 05 rM CO 

•H CO *H Q5 cO XH a 
rM 5M X) XJ *H 4M X5X3 

H 05 05 HOOWC03 

X P QJ > 05 OOCO 

HI <U U O acoHH 
O 60 O 5 m CO 05 rM rH 3 

•h 5m a a4 m a*H 

rM 3 a x ^3 a 

aw 05 w w o CO 05 
a JM 4M CO 5M G rM 

< O OiM O Jm Hp • 

4M 3 4m cfl fMO H P 

y-s co Jm h 3 Jm 5m 
X3coGGco3cOGiHG 
v v ■ * ax3 w g 3 co ^ 


w ax3 w w ^ .v ^ 
05 Xw G *H CO 05 H o 
(0W O CO WH 60 U 60 


G CO 
^•H 
X3 
H 


G 
co 5m 
W G 
5m X3 
cfl 

a txi 
o x 

W -H 
XJ 
X 3 
G G 

xi a 
c a 
•h c 

53 3 
<-H 


rH| 



x: to 5 m 13 

W W G to O 

CO XJ W *H 

3 5m 3 G CO 

H G P CO Cl) 



FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 

















49284 


PROPOSED RULES 


I X (XI 

I X O 3 TJ 

i mb X 3 co 

3 X OH : 60 VD 

X to 3 3 44 

3 3 3 TJ • O Li O <U 
ClS* 3 X *H Q) rH 
44 <0 C CO (X XI a 
^•H o *H CO O pd 
CH co oti ci: 

CO CO x x ae: ^ 
jd Q) 3 '9 • 44 to 

-o CO Jd.OrH COCO W CO 

g .§$tu' OZ o 

44 3 3-H O 3 O X 
•» o O 44 rH X 

C<1J<D<U<D 3 X) 

O C jC -C TJ XI pd 003 

•h o h x cor 3 x 

XI Si <D 3 -rl X 

O XI >»-C 3 W X 3 
<u d r-i xi cr co to 44 
CD SI • 3 4) r-l 0) 

a3044pd03X 
SI to rH O XI X 
0X30) 0) 

co POpd'O x» CO T) *Jd 
w cor 3.3vo oj o) 

X rH 00 • XHH 
cOtOO*XOX3iH 

= (X 3 XO 0) X co 

.Jd to -H rH 44 JC 
<u 3 <0 <D iH <U X) to 
O CO rH jC «#> X 3 
•H OrHXl= Jd = 

XI X XI CO "0)U « 

o o Jd x cd jd 3 

CO -o CD <0 rH 44 O 

X si <0 o«h oh: 

(X (XX 3 co g rH CO • 
CO X rH Li d <0/-'®^' 

41X030) XJCJd-HJd 
O 0044 X XI CD 



3 Sts 3 

CO 3-H 
Jd CO to rH 
O t4 OH 

si a, co 
oxoo 
25 x 

44 (X44 

or o 


Si 

rH CU 

CO 3 « 
x *h a) 
<U X 
jd tj a 
*H c 

rH CO CD 

a) 

<y - 3 
Jd co 
T3 co 
H <1)H 
rH <U 

co ao 

Jd co si 


X XI 44 
X CD O 

3 3 
a*n 3 
o 

to <U *H 
•H X X 
J3 3 3 
X o C 
<U iH 

•5”E 

O 0) 

CD X X 
cu 3 

2 (0 

3 0) • 
X >T3 

3 X -H 3 

jd to co x 
H (3 C C 
o a) <d 
a (x co 


•a 

0) 

^ I X 
rH X C 

rH 0) <0 
to C CO 
^ X *r4 <0 

cm a) x 

jd -o a 
0) *h (d 

rH rH to co 

3 (0 
(tf <D "3 

JQ >“» CD 
X) CO 
4 QJ *H 


co CO X 
CO o C 

•H -H -H <0 


x ai-id • 
X <D X X to 
•H Si <D 3 
X 33 3 i 
- 3 *H 3 

y-S QJ rH 

OX • CO O 
^ CO 3 3 O 
rH CXrH o 

P *H Jd 
cu a x x x 

rH Jd to O 
3 X <U X J3 
Pd Jd-H 

) QJ X o 3 
44 x? *H 
O 3 44 rH 
rH O CO XJ 
3o o O 
O 3 3-H X 
CD tH rH X X 
CO X QJ *H 
CD O-HJd g 
X X X X O 


cO Cu QJ 
jd cojd 


X X 44 
X w O 
3 3 
Q4*r-> 3 
o 

CD Q)t4 
•H X X 

jd 3 2 
x o 3 

CD *H 

•5"g 

O CD 
CD X X 
CD CD 
rH X) X) 
p CD 

e 2? 
3 X -H 
Jd CD CD 

H 3 3 
O CD 

o a 


3 CD 
QJ X) 

CO O 
CD O « 

a a. x 
•H CO 
CD N X 
Jd <D 
X CD X 
Jd O 
3X0 
•h in 
44 

X) O Q) 
a) Jd 

co 3 x 
o o 
a-H o 
o x x 

X *H 
CUXJ CO 
T3 00 
CD CO 3 
00 *H 
3 CD rH 
CO Jd *H 
.3X3 

° 3 
J^-H CD 
rH X 

3 CO CO 
O X X 
CO -H 
Q)HH 
Jd CO-H 

H 3 O 
O cO 
O 44 


X2 


e taJ Jj o 

X CD CO co 
3 Jd X CM 
CD CD <D<T 
Jd g rH XO 
X 0) rH o CM 
rH-H 3 

x a? c/3 • 
qj a o 
2 3 * a> • 
3 co co Jd Q 
3 <D X 
CO o •* 
CD 3 3 O 3 
X O CO X O 
3 *H X X 
X) X CO 3 00 
<D o 3 o 3 
O p -H -H *rl 

o U x Jd 

X X rH to CO 

a co co o « 

3 -H -H 3 

OH O H 

x oj a -> 


co 3 co 3 O 

3 3 -H 

3 3 co 

3 *»-H O CO 


o x a-H 
•H X CO 3 g 

1 

X 3 3 1 

3 arH-3 0 

C 

g 3 0MJ 

X co Xjd 

H 

O-H CO 3 

44 Jd 3 -HJd 

3 X CO 3 X 

t 

M QJ X 

3Jd p 44 
•H X 44 O 

g 

w 


§ X X 44 
CD < CQ44 
X) CO O 

QJ E-J 

CO O • Pd X 
O X Q) 

a x (x co 
o X) *H PQ 
X QJ rH b O 

axHcox 

CO jor 

44 X to T3 
O -H O - QJ 
WH 03 
CD CO rH rH P 
3 <D (XX rH 
o o a-H o 
•H CD co X 3 
CO 3 *H 

•H rH 3 
> CO CO 313 
O-H X 315 
X QJ 
a QJ 3 X rH 
rH CD 0) rH 

CD X 00 jd -H . 
Jd -H X ? CO 
X X 4H O CD 
O 3 r rH 

Jd 3 co «3 

X QJlCO c/3 X 

•H C O) 

3 HU JH 

to p 3 5 <S 

0) -H X -H pd «H 
3 Jd O O 
H X 0) a*J CD 
rH Jd < a 
»X X H CO 

3 /-n QJ O 
HH Jd 44 X W CD 
'-'44 co (X Jd 
rH o rH CO X 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 
































PROPOSED RULES 


49285 


3 

oo 

s 

5 


O 

z 


3*3 ^ 


JO T) O 44 
|W«C4J ✓-x O 3 
3 > 4 P 3 (0 £ £ l 

5 ai id aj-o M . 

3 ot>£ c o 3 p 

P P 0) P P O P 
C !^3 w 003 C O^u 0) «) 

ojoScc-oo <M *3 JO 
P O M P •» O O P 
4J*a44 U > « a 11 P O 

cd 0) O 3 £ 3 AJ *3 P O p 

P P WJCU-H C«H «MJ O 
St) O £ P 44 
C 00 08 5 P P P 
•H a 3 m (0 3 O 0)44 Cd a 0) 

2 £ J oo 03 a a *3 

C 3 *3 C*3 3 *33003 

O 3 C P 3 P 3 XO E 
O 0*3 P 3 £ 3 P 3 

3 S 3 44P P £ cd 0)0) 
P 3 3 OP P £££ 
cd 0) rH p 3 P 0) OOP 

£PopaP33PP3 

u > C 0 ) 

__ _ 

■o flMJ 5 P 3 44 P > 

0) JO 3 JG 4» 3 >09 0)f-4 O X> 
UU «Un4 a-H 0 < £ C 
0 3 0) (BX) Cd 0) 

C O C7* 0)^-n CD O >s B 

P 3*3 3 £ 3 3 3 »^x3 
3 p P V-/U P X) £ C Cd 
£ T) > P O O 

0) CO 0*3 C Xxn t 4 C 
*3 *3 3 P 3 P M ►> 3 C 
M *4 P a*H P C JO 3 P P 

S O P P*3 3 3 P Cd 
O P 0 44 0) 3£*3 «P£ 
JO O CO P p p p <U 

CO Cd a >>P o rH_ 

(DHcocdLiHoO'd 
AJ RH cd 51 O 0) 44 0.0 

M 0) cd a cx*3 p 0 ) o c 

OPOP<l)G344£PP 
^ o) wil’d OH-4W aE 


a 

O *3 
>»P 4) 
huh 

U Orl 

fl cd Cd 

a) o 

O £ I 


0 ) cd o “ fi I 

i P *3 JO 0) 0) | 


- 3 oo 


A) PH 


C 3*3 *3 

O 0) 3 Cd 
co T) 3 - 


0) 

# 

5 

O 

O 

z 


o 
* 3 
cd co 
£ P44 

) >» *4 X) CO 3 P 

JH Cd 3 0) 

P 3 3 00 3 B 

3 cdfH c 0)44 

3 0 0 «H Acii 

op >,p a 

0 44*3 3 3 0) O 

9 P rH Cd O P P 

4 0 3 *H 

3 3 O 44 C 3 P 

3 a£ P 3JC 3 

3 co co E 0) 

•* E >* a 

3 0) CO J*| O P 

3 CO 3 0) O P 0) 

H 033 3£ 

3 5P S 3 a 

A J4 P 3 O *3 

3 3 3 C 3 0)H 

3 £ O *4.3 3 

:UHU (DP o • 
8 0 3 3 3. JO rH 

i X " CO H 
0 3 3 3 

Oj3 3 3 6 

*3 Eh 3 3 

4 «H o *4 3 CO 

3 3 3 dOW 

3 3 rH £ • T3 0.3 
3 r4 P 3 3 to r4 

3 < rH 3 O 

3 0 3 P CO p 

3 P P P P P 
to • 3 P JO 3 m 

3 co *3 3 O *4 

3 P 3 OOP 3 £ P 

4 S P P p P 44 
4 E O 3 O 3 *3 
3 O 3 3.3 P 3 
40*4*3 3 3 (d £ 


3 *3 3 O O O 
*4 3 3 

*4 a 3 3 3 3 
•*P - 6 P P 
3 3 P 3 *H 3 3 
Op 3" p O P *3 *3 
3 3 3 *H 

‘ P 3.3 3 3 3 3 



O 3 3 P P *3 B 
10 *3 JR £ P 3 3 
i 3 3 P *H 3 P 

3 *44 3 

r. P • 3 *3 

0*3 3 O JC O 
3 • O *H 3 

3 rH OOP 3 3 P 
*4 P C 3 3 
3 44 P « P 3 
3. P C P EH 
3 3 *H O O B *H 
Cl£ 44 P 44 O 3 

o n S’ - u S 

3 p O *H ts o 3 
- 44JR 3 JR X! 
^ *3 3 3 P P 

O 3*3 3 

P 3 3(44 P C 

P P > - i - *-* 

O P P P 


X) 3 

a) 


S 3 cd -P P 
O 3 aP 
P 3 3 3 P P 3 
“ ap 3*H 3 O 


_ o B o a 

g P 3 _*H »H 03 3 


Ok 

ri w ti -i-i w 3 
OJ3 44H P *3 


3 

C 


O 

z 


>> 

c 


C *H *3 c O.P-H 
me a o 

g «M 3UH 
O DO 3 P 44 
•UCOCP44 
3 *H *3 3 O 3 
> 3 *3 44 3 

•H £ 3 00 3 C 
P P 3 C .O P M 
O M t4 3 
3 C O-rH P 3 3 

44 O HH 3 

3 H 3 44 >n-H 

•3 p 44 rH 3 

O P P *H p p 

C 3 3 O C 3 
3 O. JR 44 * 3 JR 

JR 3 P P *H P 

3 C *3 0 0 0 

P C 3 *H 
O P P 44 CO 
44 (0 *H 3 P 44 *H 
O O C *3 3 3 
o.*h c a 3 P 
C 3 a 3 o 

o o P 3 P 
•H 3 *H OH 

P 3 3 PJR (R 3 
•H £ JR 3 P *H 
3 3 P fX. 3 P 
O 3JC 3 3 

a 0044 ap o p 

3 3 0 *H *3 3 
•HP p ? B 
Q 3 3 O •* 

3 *H XCd 
3 -P O 3 

O O C P O.P P 
• O O C ^ ■ 


oo 

c 


I a 3 

O P 


PP303 3JCM30 

a3BooopaB3 


>s 

■§ ! 

3 w 

3 (0 3*.. 

£ 00 O P 3 

P CM 3 O' 

•H 3 a 3 
P rH 3 P 
a*H *H <u 
344 BjCTR 
O B p c • 

O P O 3 *3 

3 0 0 3 3 

44 3 >■ P 

O 3 *H O C3 

P P £ > C 3 

3 P *3 3 P 

3 a 3 M p 

C 3 P U O 

P a O *3 -H (9 

M C 44 

OP "330 
3 0*3 *3 JO 

*3 3 00 

"P C 3 
>%PPP£ O 

S C 44 P P C 
3 CP 3 
B 3 44 44 P 
C 3 O O 
o a p p p 

P OP o P 44 

3 *3 44 P 3 

*3 

„ r ..2v 

CP PJR 
w P 3 P P P 
0*3 p a 3 
3 3 *3 P 

3 3 >. O C 3 

£ P 3 O 3 £ 
P Ouf 


3 B O £ 
•HP p p 


yj 

-E. 


C 3 « 

l3 c p 
3 O C 


r P O 
3 I .O P 
O P 

3 P £ P 
C CL O O 
O P 3 
■h q) a**-» 

P P £ 

3 3 3 3 
O £ 3 
H P 4J 
C P 3*3 
J 3 OOP 3 

a c *3 
P XP 
_ 3 P P > 
o p 3 *3 O 
JR P C P 
3 P O 3 a 
p Pa 
p o > ac 
j p < p 
C 3 
u 0£ P 
X 3 0 3 
-1 X p 3 JR 
P 3 3 P 


3 >,P 3 

a c 

a 3 p 3 

< *3 33 
_ C C p 
p p cd p p 
a 33 
3 *3 3 c 
3 3 3 3 

s 3 C P 3 a 
i PH P C 
'Ll P £ O 3 
P 3 P P £ 
3 3 £ P P 



FEDERAL REGISTER, VOL. 41. NO. 216—MONDAY, NOVEMBER 8, 1976 

















49286 


PROPOSED RULES 


I ^ « 

ft - C ^ C 
O h ©— o 
©ft ft 

c x: m ft © 
o ft p © « 
•H O O ft 
ft I - E 
ft ooxi ra 0 
G G G X3 O 

ft o 3 *o o 

(M0X© 

©3c © 

XJ o -X3 
- ft ft ft 
© OOP £3 . 
XI C © © t»» 
-P -H OOT3 X> 

6 3^3© 

O ft © X5 © 
H O © © ft 
<H G ► H P 
ft G ..P 
W s -H >»ft 
© ft ft 

ft © XJ P © 

© 00 C H C 
• © © -H 


© P 
TJ & i 


C ft ft © O 


I'd 


O X3 = 
X3 ft P “ 
© P 


HI 

■M O © 
ft © O ft 
m H T3 P 
© © H 


X3 p 1 

*3; 

h s 


G ft ft 


© © 

© o 

c n 

© 00 © 

§3 3 

XJ 'O *0 

© © H • 

m © ft 
o 00 Ou C- 
O, C 

o ft w © 

H X> C ft 
£X P O P 
(-1 © oi 
© o H 
X! G © o 
ft ft CXP 


S. .5 

= « n 

elc 

©Pol 


© >— 

> h © 

! © ft C 

1 XI © O 

n o 
« © © 

111 


ra ft > a to 

©-•HO O 

x: g h © © cx 

p o o m © o 

ft ft X5 H 


ft H G 
© 

5 «h a o 
) O s © 
i 0 
!> G 0 O 
1 O m O 
•HO© 
ft ft X3 
© 

00 © ^ 

H £ © 

irr 


ft G <n 
ft © 
© Xi 

^G 

* P 

© 00 *H 
G C G 
•H *H 
XJ XJ <H 
©CO) 

2 . © © 

O I ft 


©PH 
X! O 
ft © ft 


c p 

POt) 
CP© 
©PM 
O P X) 
©CP 
HP© 

«M 

>» © H 
P-O © 

ft © H 
© X O 
ft ft fH 


II 


•s - 

p ev 

o 

c® 
P PS 


© XJ 

s § 
00 

■S'* 
*8 51 

© (M 


O ft 


H © XJ TJ 

© ►» >>p x: © © 

.. _ - > ft G G C ft 0 ft 

C (m 5©©©© P 

ft = © £Xft „ 0-~' 2 ^ 

x; o «m g © p x p 

5 ft © © O O H ft p 

fX H P— Q © 
© t© <m p ft G 
& H P 
_ . . © O > 

G p x: p OH ©, = 

O G ft G - P G 

P© © H H ft O 

m p C H © O o >»P 

P » O 0073 © X> ft 

> H G G © 

opm©po.GxJ00 
H &. C XJ p O © p 

CX O ft ft P P HP 

© P ©©UP© 

^'OP-'nPH l p© 
G © ft ft ft P *>» D* ► 

3 0 P © &XJ © G 

© H © HP 

-< ft ft CX H H XJ = 

‘ * G OH © G 

© 00 «m O >> P O G 

SC G G P © 

©Ps - © © ra 

. H tj G ^ H ra—v 
Jpp p o p «M bflp n 
P P P P O g'-' 

. O* O P H HP 

40©C©OH©p I 
4 PHpox30>©'» 
V > P P O C 

os H -P p P O, >» © 
H.P MOP fX© t> G I 

fXGG O O, ©©©*- 
s P P G © © - G 

© 00 O s © © O <M O 

g p © p x: oop pop 

Q< P P o G © P © 

<”eP©P©P -^Hm 


** S ^ 'g 'S § 51 

© s ho >*c\J P P P 0 
PPP©P — HC© © O 
p©CH CXOHHO 

* p •a — p p © 

E © >> © p - © 0.-0 © 

-- s © P CP © P P PP 

X>cA O a) CX P > © ©P 

wig © O 00 O TJ C 

»<ocMHOPH©oq 
© O O 00 TJ H ft. 0 O p 


If 

si * 

■i j 

u 

no © 

f 21 ^ 

H: 

!r 

p p 

li 

HI 

o * = 

°4l 

© p 


c © •» 

O H Cm G 
© © Cm o 
H ftp p 
© HP 
ft © © ^ 


2 , 

ft H P 


© O 

© © 

00 H 

G © © © 

P ft G 

P © © 

p h © a 

0 © 

§^^ S P P 
H fc § P © C P 

© i o c p o c 

ft T p © © p © 

ti P T3 © P P 


♦> £ 
G >> © 
© C ► 
© © 


i * © S, 2 

: %, s © 

! « © 

1 ® v* h 


G SP 

2 

H © 
© © P 

POO 

0 o 
3s * 

H P 

TJ © 

■ - C G 


© © 


ftp o . 
s ft P . 

-£h 


— O G 

aj.f-1 G *H ® •* 

§ §^.3^ S 

© o p 00 o 

p S P P © C © 
ftp CP © P 
0 G p ft > p Cm 

O © © ft G C © 

COP © P © 
s G ft H 00 
© 0 G G 00 C 

g ft O © © P 
© o © 0 
© T3 00 G X3 O 
P s 0 G P P O 
OP © 

© — P P *0 OP 
P P > P © P 
pc Cm P © 
ftp © *0 ft 
© © C G © P 
— P G O 00 « TJ 
O ftP © P O © 
■— 0 © H © ftp 
O 00 © © ft O 
O © ft T3 o W 


2. ftP 

a c e 
0-0 “ 

S §: 


■s 


0 00 G 

©GO 
s ppp 
H p M P 
©(GO© 
G © O 
© G © P 
t> P P 

H G ft 
© T3 O ft 
P © « © 
CO H 
P P © H 


G © 


8 © 


C P 
P H 
P © 
> > 


© H 
H © 
O O 


© © 

© > ft 
P P > 
©pH 

P o © 

m © x: i 
H ftp < 

3 © ° *1 

c H P 
p w X •' 

© hT p ! 
P o c 
P ® o c 

© p © J 

| ^ 3 H 

« J 
s p m 
PH© 

H © © 

"c © © 

.. § 8 S 

p s m © 
HP 0 
© o © 

ft © X! O 
s p w 
© p 

p ra 'p © 

3 B Sr 

© p 
G P P O 
P o © 

© C s 

xj x: 

© P © 0 
© OH 
p H © 

© © 


^3 s 

H s XI 


© © 

i s s, 

1 C P 
o © © 
ps H © 

\V© -a 

>»<P 
xi © © 

•S 05 * 

3 . a 

© p • 

& o o © 

<U p X) 
o P O 

P • © © H o 
XS P © O O 
> H -O H © 
© © P P 

© ft © 0 H X! 
x> ft 0 © ft 
G H O ft 
-M P © O O 
© ft w P 
PH © P 
m o o P XJ H 
P © P © 
H © P «H 
© p m © c © 
x: O © H p H 
P X2 O © 

O > G p © - 

© G © © 
>» G H ft P P 

§ P © P © 
ft © H H 
© © X! © 
*H(tfP © 0 
W © X! P 

© P O P G 
p © .. P 
© p w = o 

O G ft H -ft 

^igcSt-8 
3l 2 2^ 



FEDERAL REGISTER, VOL. 41, NO. 216-MONDAY, NOVEMBER 8, 1976 























PROPOSED RULES 


49287 




I 


3 

■8 • 
co a) 

a? 

£5 


g > 

O P 

ts 

© a 

© 

c m 
O 0) 
CO G 

g o. 
&£ 
a) © 

ss 


1 £ 
<1> O 
G «M 

3*2 

•H G 

-p as 

S 8 . 

a as* 


•C CO 
E-< *H 


2l 3 Z 




5 S 


O 00 

r *8 


3 

!>» 


P P 

co'd 

T3 as 

tl 

X aJ 
CD 

G 

^ O 

OOP 


3 ‘ 


is 


3 


cf T3 

P C 

§ 01 
S 'ed 


'Ec 


P P rM 
G C-"P 
CD ©. 

G •» 01 

CD CD CD <0 
> CD 0 

STS *3 

■a 3r( J 
_ P o © 
J) O CH 
C P 


* a -u 

M 9 OC C 

j* g o 

g a :**3 o 

m m «, oca no 

coed-p -h Of< » ®m ai 
_ o G u D 01 n 9 cx; 

aJ,XD •» CD © cl M W 9 u tj il 

m rt to’" 1 <U*r«4JCO 0) 

G G O P 9.C M M g CO 

S S* 'O u 8 4 a 9 

p* g -2 ^->p 0 i i : 

G 3-P a0 ^cj)««T3'O 
p © o © G ® i® tMG 
.C P P S.OTJ 9 tK *9 9 
■Pcd U Lc 10 9 0 0 

P * « o CJ JD Xl 


-P vO cn -P 
D.vO CD co 
CD P G 
O O G P 
X P © © 
CD G P 
O - 
c in p 

- P _, 
G - o d 
CD x G sd 
O JQ 3 


.5 w *p !c * s r* 

G,^poo<y w aa) u 
= oas c* J '®MEC 
•a a. q -h d tj i « g p 

S ® = $ * « ® ® ^ > 


Z -*3 h Ja | 


*»«* 1 9 9 


m* a> w w * v*/ s 

a>a -PGGi5o#4JijS 
a -£ o a <s -hi oh u 
5* ° * H | 5m an | i o 


ss: 


CXG^b'dCD 9 « • X) 

SctfGoGCOUTJMh 
© O © G G cd tMCcfl 
hh ^ H r P © C £ *• O-S O, 

THOUGH 

o -PGaJ®-P®G°T | XXc*« 

= © © O p G G coD 9 (J ll 

?‘ Hs G C *P O i jd 9 

*'o5« *1“ MO I CH 

£ . 32 O r 5} o,H f30LcUt(U 

*3s i^si^sl! 


Hcd H - 
Od O P G 
—H P > O 

£333 

'-G > 

CO 00 P 
■H M5 


0) tl iH OS-tSeS- 

aSSis*! u .S?& e 

O C O P fc O C a 1 ■ 

If^lf «=*5»5 m 

§03 ©ojGwOXlnJXlS 
X »> o i G i g» i u cr 
'd ® P q>J G 3 flTl ttjP 0) 
O P PUXll O CUCJ 3 P CD G 


i cd co 
0 

« U U 



r-* CD 

X G « 

-if 

0) d O 

H O 

BS ^*S 

P P cd 

c 

©G S 
C0 O 00 

2 0 
CO rH 

P* P o 

CD 5 -H 
OPS 
aJ G G 
Ho® 
a. o p 

£ |g 

3 


£85 

m 3 <d 
co 

CD T3 © 

3 § s. 

35 00 JG • 
T3 G P © 
© *H *H O 
OT S > *H 

a Cm P 

P © O 
O T3 G © 
G O P G 
ph a H D, 


G P 
i O O 
© © 


§ 


O G H 

m ° 

*-t £ 

<H X © 

OP© 

3 

S T3 © 

§ P 

© 

C 


©G© 
P O X5 
OOP 
© 

3 ©H 

^ i © 

P ® G 

s sr 

G P - 

p *d g 
“ •H <2 

B ^ £ 

© Cm © 
POD 

© P 

•^3 C — 
£-* g -n 

s 

x: p Ja 

P G 

© o 


cu 

CC G-C 
© p 
M 03 G 
cd O G O 

O CO 

>.9 9 

^^3 609T3 

as 9 3 P co 
x> 1-1 0 

•* td co u 
^ S 3 ® C 
o « 9 

O G *-4 9 p 
© O >9 
G P cu P g 

oo 

p © P 9 G 
© cdGP 

ShS'S ° 

” 9^ 
P P c S P 
G G P O 
£ ^ 6 O C 
S c’O 9P 

G-5 9X3 


p rM «5 BJ/V 

© G G PX> 
G O 9 TJ E ^ 
H m C G Sm 
3 £ o cd o cr. 

rd © *G O L? 

P CO JD 

G G 05 CD r-i 
° g-H P J3 J3 
G 


9 


» as5 

© S O o 

H © O 


P Pd 
P C 


MH © 

0) •£ 5 m 
S55-S 3 

P M 
« H <G TS P 

§ S a 

©GO G 

a © g -> © 

P © n P 
s P G 
G © G © G 

® e o g ® 

-d nap 

G© P 

° S § » P 

© G OH 
0) <D to cd <D 

TJ «H cd XI • 

§ £ £ B ^ 



r-j q © © 3 JG 

X3-P 3 P P 

' ra xj ‘ 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 











49288 


I 


3 

3 


1 


PROPOSED RULES 


© • P 

to © 

C Cm 


p -H O X g 

O © O P G G 
© O © © ~ O P 


P ►» 

© P © 
P X P P 
^4. H-H 


^33 

0 © P 
: p © 

3 rl P JC 
M C? 
3 cJ t( 

X 


S § 


3 X w 
HOC© 
0 P O X 

4 X P 

3 > © P 
l> GO 
3 -P G 
G C 

1> O a P 

> tI -rl rl 


c g T2 © 

O © O P 
P © 

P © M © 

© X O 
•r-a © © © 
X G <m X 
OP P 

© T3 

©PC© 
rl Li 9) d! 
P © 

«M O © C 


P © G > P 


I 

■p o 


> E <m £3 
3 E O 
) O -o p 

> O ® ® 

p p 

© <M O 

3 X p © 

-t P o *o 


= ’a 
p g 
g o 


p g 

§ a 

ft © 


G p 
© L- 

5 a 

*M © 
O 

- X) 

. © 

II 

* s 

© ft 


p a 
^ © 
© 
e 


3 § 


^*S 

•3 Sc 

P o 
P c 

S3 


33 

**S ^ 

*Sp 

a (3 
o © 
ft n 

E 8 

ft p. 


© m 
Cm C cm © • 

O O X G 

X P P O 

HOP G P 

G ftP t>» © 

O © © X p 

X O X o 

x x ® £3 © 

P © X © T3 

D P £ 

> C <M © P 

4 0 O P P C 

J P g © 

S3 © © © © G 

-> © O E X o' 

-PC© © 

l) 0 ©PH © 

J g m © P X 

O X P P G 

< CO © © > © 


a © © 

Co© 


8) 

a 

3 


pj ft © © 
rO O 
» © O J3 
O © X o • 
o P ftp TJ 
G G X © 
ft^^ > O 

© X C T3 
X O © O O 
P P bD ft G 

;.S a S 

: © P 


m 3 • 


Q) O 0) d) (D 


si 


© P3 Cm 
X P O 
G O © P* 
TD G boX 
© P C P •» 
O P >» 

8 * C 9 S 

ftlTv © P 

© P Cm 


<H >A © p © 

P ->t o 

T3 MO C 
o © C3 P © 
a © P X3 

= 33 S3 

gpcjCMP © 

© G © P 
PPX © © 

© T3 X O 
X © G P 
E-i P O P P 
cm Cm > G 
^ P © 

f-3 o © © G 


CD 0) 

■P Vl 
> D 
o XI 
Vi CD 
C 

01 

e*s 


53 

l! 8 

■£ o « 

8 . 3.5 

55.5 
© *0 ® 
■s s 


K © •*- 

»3 w 

§P <u 


X — 

© n 

II 

C X P = 

p © 

x «-• 

© g © o 
P o X c 

lat: 

POXG- 
© © G ® I-M 
Li P © © 
© © o G 2 

5 a 5 8,5 


I 


© >» © 

G © G 
© S P j 


O -M p- r —1 . 

G © G G ‘ 
8 8,*|;« 

sO m t3 © ®* 

• T3 DPX v 

O G P © P CD 

p ^ ft G bp i 

3 s*3.5i 


I 

SO 


P P 
P O 
X o G 
o © 
PGP 
X ftP 
> P 
o > 
G P 


G © 


O G G 
O O 


P © © 
X P 


..a 

P G 
T3 © O 


© 73 T3 
P © © © 
©GXP 
P © P P 
bO P P 

© G © E 
G © G X 


FEDERAL REGISTER, VOL. 41, NO. 216 - MONDAY, NOViMttft «, 1976 













PROPOSED RULES 


49289 


I 



1 


43 t —I 

© C rO ! 

43 G © © < 

P q P G o 

•H P H 
C Q T) (d I 

© O © G > 

•H a) i 
P P g G i 

O C 0 P © 

G © O © T3 ' 

flO MfiJ 
G P © © 

O to ® H h J 

© © 43 
G G -P >» O 

© G P 

a g >» © 

^ o <m m a 

wrap 

G P © 43 

© P o 

N © © © 

•H « CH 

P 43 

P P © © 

OH43 3 


5 


« Oh 


'SS 


P O 

43 TJ © 
Q > © G 
43 © O 

> TJ © P 

3 r “■ 

P i 

<4 V 

J P P 

© © © P 
M P P © 
© >»cO G 
", © © o< 

G TJ 43 
G © P 
POPP© 
— P P © o 
P G -G P 
© 53 P G 


© © 
© O 

as 


.1 

t 


! § 
i © > 

:m3 


i p p 
3 © © 
P H 


O P - 


© C • 

S* § 

P P 
TJ © © 

S P © 
W P 


O 13 O 
© § © 


&SZ 

& ll 

©OP 

o o o 

p 

> © G 
G M O 
© p p 

m > p 


U 0,0 

d G © § 
" O P P 
PGP 
OP© 

3 © P © 
X G P 43 
tJ © G P 
-i P © 

ID O CXP 
tJ © © 

i TJ © 

J 43 P 

X © P O 

3 © P 

§2 
3 P © 
j © © 
-i O G © 
1 © CX Q 

t rl ® B< 
©GO 
5 G 

i> P O CX 
3 rH P 
© >> 
1 43 TJ © 
> © © 43 
3 N P 

I ohv, 

J P O r-J 
J © G © 


II 2 8 

h » Sk'& 

© P © G bOP 
P 43 © G © 

43 © P 

E-t bO 43 bO TJ © 

W> © P 6) a G 

P CP© G P 
Tj © C © P 
© © >>43 P 

© G O 41 P P 
O © P O O 
O G P v» © 
O D, a G G 
ftp CX G O CX 
^ P © o 
>»p 

d h 

O CX 

H w P P <I> bu 
P CX O P G G 

© © © o r :* 
o 43 f> P P O 
G P P p W p 
© P CX © P 
G >> © CX P O 
© 41 P © O G 
© G G 
ftp (D (3 ft G 
CX © © © o 
© 0 © »p 
G G G P 
P © CX O O © 
© 43 © P G 
P G © P bO 
P P O P P 
P P © © P © 
G P 43 CX © © 
P > P © CX TJ 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 














49290 


PROPOSED RULES 


Td 

© q 

© N p 

-£3 P 

t>» 4-> U £3 

-pa o © 

u u x x > 

© O -P -P P • 

CL <P P p bOTJ 

> © © 

ed © m P 

P co P ftn 

©4 -P © P -H 

O -P 03 -P 

£3 -P <D to £3 

(D O <13 X 0) © 

> rH P T( 

P © -p Td P 

p o <d a) t) 

id C jC © © 

-P © tifl-P- X 
C* p C3 Td 

<d © p bfl p i—j 

m © H £3 © P 

© CLP P cd 

P CLP -P Cd X 

CL © . cd Q to 

<D t>» -P co 

P c X to C X 

cd o 

p P £3 © p 

<D bO O O to X 

x a -h o 3 

-P P ••» CO X 

O P bO tO £ bO 

». $ 3 -g .3 

O £3 P 0 >>Td 

a) <d o -P Q> 

i p 


>>x 


© 


I o 


P >>X P 

O •« C -P id ft 

-P Td © 

•p a) ch -p P 

cd B -P O C cd 

3 cd © i—l 

tup >s to p 
X Td P 0) o 
+3 C © Cd P P 

■HP p CL -P 
m © p © © P 

•H f-t P P cd 

0) O O CL. 

03 X! P © O 

X P CL.cn p Cd 


a o 
t> © 


a-s 

U 


® >> 
3 £ 


a* 

CL 3 



. o S i 
P 'O -< 


td •‘03©- 
P C to P 
CL o © £J - 


© Td cd Cl -H 


1 


to T3 p © o 

3 rH G ,£3 01 P 

: cd © oo-H cn 

3 clp a 

p to p a 

3 P P O • 


S 3U3 

CO Tl CO •> © P P 

mp-PC©Pho 
pm co^d©pp 
OP - © P P o Td 
CHg©oPPPom 
a a p cd © © p 
in o > x >» p 


pop clp i 


fa ■ 

: p ! 

i s; 


© p p p p t 

© X P © © c 

p p © Td x < 

x q p - 

4-> *> 03 P r 

P © £3 ( 

>» q m Td p f 

X a! m G i 

O © © © 

Td P m P -* 

© P to P © c 

q cl o o p .c 

bO CL CLP O 4 
P © P CL 

to P O P f 

© £3 © O < 

© x: © tn Cd ■< 

p p o g -t 

© P CD P i 

o P P P i 
P o CL.£3 P 
<h 9-t CL P .—I t 

p © © i 

pm P X < 

P p p <" m 
© O © 
cd m X 
-» £3 P 

© o o 

>» ft © m m 
3 >> m P £3 £3 
tiX Poo 

W Cd P CL 

3 Td © © 43 tn 
H © P © 


: q m 
» 3 p 


3 A 

£3 © v£> 

O Td O 


£3 Cd 
O P 
5=5 P 


P to P 03 
p Q) 03 © 

© P £3 P 
O Td 0 Td 
P Td TJ * 

P © Td © i 
CL £5 i 

cl © © m 
© ,o m • 

-. © c 

£J p CT\ £3 , 
< P Od P r 
" 

CO Oi X 


p p © t>> 


., - o © 

a p p p X 
© P <M P 

0* O -G P Td 

o P ra © £3 

Cd P p © 


Td © (TN 

cow 
© p 

a p • 
Boo 
o © © 
O P O 
© CL 
P 

o to 

© P c*> 


© © o p © a* 
x © P P 


„ o © © -—‘ 

> © © O P 
H X P P P -—' • 
*3 CLP to 00 1 


HUp^MMUn" .*? 
©©ra,£3o©©P© ©I 
.QXJPmgoPfflo^'vJ 


) p p © p © 


% 




© © X! ; 
B 

§ © P 
P o < 

© P © 

P to bo 
p Td 
p Td © 
cs 4 © P 
© P £ i 
P P o i 
© q j 

>»p ^ H 


- o 

p © 
O P 


p © p 
03 Td 

m p P 
p > o 

!!•» 
O CL £3 
O © 

X © 
P m 
P Td 
O £3 
co © 
£3 

as 

to p 


I* 

■S3 


m Td 
£3 © 
O P 
O P 


s ° 

o m 


§3 

O P 


g § 

p p 
P to 


d bo © 
d G 
4 P J3 
4 P O 
L © p • 
L >> © m 
U -C3 

m 

4 P © p 
d O £3 
© P © 
p m m 
© © © 
x p p 
p a 4 ft 
J © 

Td P < 

p 

o © 

G X 

P 

©PC 

/a3 
s d SS 

p P o 

*3 

l ^ © 

1 *vP P 
; m P cT 

1 § § » 

P©d3 
© © 
OP© 
p © > 
P P o 
p m P 
P P CL 
© bid 
p © O 
a 4 P x 


x g o 

•H p 

© x P 

p © 

a p o 

p ^ p 

x P 


p o © 

P P o 
> p 
p p • 
C m o C 
o © C > 
p p © 
m cf Td P 
to © P Td 

p p © x 
a to p 
g © p 
o P ? 
o P o 
o ra 
© p © 
-C © CL 
P O P TJ 

c © © 

- © Cd P 
pm©© 
m x P Td 
© © P 
p 0 m 
or 1 © O C 


B 

ra tJ 


a p o • 
o p , 
P C P 
o p © 
o o . 
c c p ‘ 

POP 
© CL 


© o ® 
p © -g 
p © p 

05 ^ S s 

> bo ’> +f 
© C O O 
c p P 2: 


Q © © 

CL X X P 

9H+J5 

a -s i 


P © o p 
J3 P(AQ 
P CL<0^ 


© c © 
P O P X 
P C © 4J 


*J © p 

« Td Td X 
o © © © 

p p 0 >v 

PC © 

CL © © CL 

CL CL X 

©a p 

OP© 
j: o ra Td 
O O P P 
©©BO 

w 


© P Pv 

■“ § s 

S S.1 

i (2 p 

© ° 
P • jA 

p o q 
p tn © 
<o- ^ 


o §J p 


• p a) r 

C p ^ 

© rfi © 


Interstate Commerce Commission. provision which also is a substantial change from 

present Rule 11). 























PRESENT PROPOSED RULE COMMENT 


PROPOSED RULES 


49291 


I 


a 

8 

a 


cs a> 

•S3 

p ft 
o 

<u P 

oo g 

<a 

05 05 

5 £ 
EH ft 


Si 05 
O M rA 
ft P G H 
cd P cd 
P . 43 

ft J-t O 05 
<D a) P 


cd ft ft 

m as 

• O 05 O 
3 ft ft ft 


ft a) a> 

43 43 
P P P 


a > o) i 
Id 43 " 


•°7jTi! 

H 43 
H ra (D 

2 ® A 
05 43 P 

P rH 43 

S3 4 * 

3 § § 


H t3 rl 
ft CD P 
ftp cd 

cd ed a 
o ft 


ft ft CD S-c 

H CD - 43 
-O BP 
G cd U ft 
5 rH CD > 
O ft S3 
43 O TJ 
W TJ ft CD 
G ft S-c 
CD cd ft CD 
05 P TJ 
3 C) O H 
as a cd 05 
o ft U S3 
> P ft O 
"a o 

O CD CD 


e § 

CD 

^ ft 


P 0-0 
<u ft ra 
P x> 


$ s § 


> TJ 

33 § 

BH'D B 
ft H S3 <D 

I-S 8 ? 

O CO H 
O CD CD 
43 P CD 
<D cd 43 
43 P P P 
P cd CO 

CD ft TJ ft 
S-c CD 

o tj p a 

ft G ft ^ 

CD Cd S3 O 

g 

Sh > CD O 
CD cd 43 o • 
CHP S3 
O HO 

P O ft H ft 
P P O P m 
P 5 05 

P 00 CtI H 

S-S5 S I 

U TJ P O 
ftp 3 ino 
O P CD 
cd o P P cd 
o P cd 43 
05 cd co P P 
■» G to 
TJ O p 
* C O TJ O 

ft 3 CD 

H CD P 05 
CD » 43 P £3 

J r*» P S3 O 
H DP 
P P P 
43 43 G CD « 
U 0 43 H 

sn gr* a 

“ ft D P <D 

3 o o P 






C 
CD 
5 ' 


B ZJ 
0) ^d 
® p d 

5 3 * 

05 CD 

Id* 

H cd CD 
cd (to 
O S-c TJ 
. o CD 
>»P H 

S3 cd M 
o o 

PP^J 

£35 

O U P 


cn a 

ft 05 ft 
I - 
45 G ft. 


- . ha a co 

- ^^jsa s 


Sp § p* co p tj 

BOPBHPPPa 


J ft P 43 
’ P H O 
! | AC cd 

i a ft 

I O cd O P S3 


O o 

> O S3 


<-> t-* i~i C S» ft 

05 05 o H O P cd 

-r~ <±i CD P H P CD O 

as CD 43 H DPP 05 OP 

P 43 P rH O' 1 cd 5 05 CD H 

COP P CD O p A ft 

P > S-t P S3 a ft 

03 - O P O a A Cd 

43 CD ft t*»PP O CD 

05 t*»P ad rH COOP CO 


•n M n 91 

( ? S3 •> G ft <D 
i W CD 05 0) CT* {3 43 
I 03 P CD 43 § P 

OH 05 O 

JJ e|a u 3 


cd 43 
05 *> 

>> o 


1 3 P ft CD 
O S-, G CD G <50 43 BU # 

1 ‘ " 3 ® CPPOI fn 


G bO X 
p G <d 

S3 Si TJ 

° § § 

05 

OB® 

III 

o o cd 
O p G 

CD P CD 
43 p 43 
H^P 

ft O 1 


v n W UU«H w O CD 

3ftO05W<DCftftCVS-c 
d r—I 03 S-t P G S-c 

) a ® 5 * CD G CD 

^ ft cO 43 P 43 O 05 05 p ft 
IcdSnP 5 43 P CD 43 CD 
X O U O W hP Sc i 

X CD 05 O CD ~ CD ftp 

3 43 G P TJ r—| ft G > CD -5 

ft Q G ft O CT CD >4 

) ft? 3 d CD 43 tjjO o 

3 >» ra ra 6 cd Sc G -Q 

5 42 ra ra P p cd 

G TJ O 43 H H 
- <D ft o cd G 

U S< d CD o 

cd d ra • 43 p 

J t-1 r>i 05 cd P ft bfl P 

:P45Pora raC43cd 

> PPPCDPPOO 

1 ra TJ cdft (1043 G Sc dp 

> s-cDraftcDPcDraraft 

t CD P H Sc ra CD P 

Iftp-Pcd G ra 43 S-c ft 
i ra ft o g >» o s-c oo 

t ft a g cop ft ra P G 


* 


1 TJ P CD 
3 CD 43 P -n 
H P P 


* 

CD vO \D 
OvOCv 

S H 


3> cv 




CD Oi O 
<D|cr\ CD 
TJ^Q 


TJ O -*-> 
CD I G 
P - a ra 
g 43 o o 

ra ra o p 
ft ra h 

§ ° 3 a 

8=5 « 

cd rap 
U U P 
cd cd cd 
43 43 P TJ 
P G CD 
P P CH G 
05 CD f-c 
d CD d 
.R CD 43 P 
TJ P CD 


H CD 
d 45 0) 


P 4J H 
< ra ra p 

3 a >» > 


G ft CD C3| \ 

d P CD P COj 
G S^ p P sD 

TJ 03 CD O “ 

33 PI'S 5 £ 

-£5. 

-S 


O O 

O H ft 


P ft 

G „ - 

o • G G o> 

•H Q O TJ ra 

p i\ 3 p ® g 

J 05 P 


«3 ra "o o G 





o 

K 

O' 


00 


> 

O 

z 



o 

z 


o 

> 


< 

03 

Ui 

O 




















49292 


PROPOSED RULES 





bO 01 P 

S 3 » s 

©*H "© I bO 43 h 

XJ 0 © C © G P P 

P >> P H XJ a © -H 

p cm p p h xJ p 

P P O TO © TO P O 

© © -H P G O aJ 

XJ P. © XJ G H P 

P SH ® , XJ P Ph 

pH -P o 

G G P P G "» © 

OH • © © 0 .**XJ 

H p ffl bO G O P >»P 

P 0X3 G O HO H 

J) Tl +5 Tt rl H <H P. bO 

u -p t> -p a. © c 

©PPfflHPnGPH 
H G © © P G O > 

o a o o 

© p ~ J 

■C ® O n n 

_C cd CL Pn u <*/ w 

© P <m -H -P <n 

O >» © O H O 
© P P C XJ Ph p c 
H G G P © 


cl c 


sis !?i 

P G H H U • - - 

8 © H P XJ O 
P<« - - - 


_ PCm G © > _ 

P Ph PM G 

© t>» ra o bD o 

P X> XJ G H 

3 £5 . C * -H P 


IPO XJ G 
O -H * © i 
a m J>» © p 
J m P o * 
iH bOH P C 

'fcS ! tl 


P P O 


i ai at > © -n 

i TO ffl G >»H _ ■* -P 

©OHXJPGGG 
I P P -- - 


P P G I 

a 

o >» P 


• o i-l 


i (D Q) <D 'd 

Q+->©fflX>POpH 
XJ © P G G 

l> XJ p PH © p •» 

: © PH P TO P X3 

J N «H © H CP 

H H H 3 © © H H 

3P©H XJ P G > 

-IOXJGPPGH 
J XJ © H G HPbp 
JPXJP©TOP0G 
0 G H 0 G Ph O H 
-, © © G © OO'O 

M H P © P G 

© O H 0 P >» ®. 

G ,G G G 


O bO _ . . _ 

C M P O O 
PP bDH P O «M 

PH 

Pp P O 
O G G O G PH 
*«•© © © © 

. X3 ©PH G 
>» >» x: G G o 
© XJ >»p ©OH 

G G M H P 

P ... © <P ©PH 

0-0 O P P ^ 

P © P P G XI 
P 0 © t>» © P. G 
© 3 P P 

G XJ G G P 
© © P O _ O r 

X3 G XJ ©P G Ph C 
p H H P H 
© > O XJ 

M p O © © G • r 

H © P CO N © X) 

X3 P H > © £ 

© P © P H H 
X3 0 XJ O bO«M 

>» p p x: h 

p P O P TO P 

© PPG G H G 
XS G P G © 
P P © H MX! 

X3 > TO © «H 
© © P H © 

P p P © 

G <p G © © XJ XJ 
P O O P XJ XJ 

' *3 


©P © C © © © P H ffl 
0 P>»© Q) > O H G XJ G P 
3pchhhg.gg.cp 


/ 


a 



II 


M 01 
H © 

S 6. 


bO P 
© P G O 

O I G H © G 

H 0 O 0 i-» O 

P P O O XJ H 
© O O P O G P 
XJ G © © M O 

0 P © M X> G G 

© PX3 G © . G 
0 P TO G X> >» 

0 © P XJ 

>> O <P P H G © 

Si ° S Sd.S'g 

>»H XJ 5 H O 
' — ^ P «M 


J P O © H - 
0X3 0 


P P XJ . 


O M CO Xi O . 

HHH ©PH PH 
TOXJOXJOTOfflH 
M HO M X3 G 
HP>OGHPX3 

l ° M ©^ | ° W 
OXJGXJXJOPP 
0©X3P©00© 
XJ bO JD 

-) C P bO G © - 0 

: © O G bO X3 P © 

> P H G P G 0 

M ~XJ © © 

i G XJ G «m 0 © 

' M P H M O P X3 
O O G G E-I 

§ § 555-° S-S • 

o © P p XI H G 
X3 XJ ♦> O XJ O 
H M 


£ 

P 



G > • P r O 

o 01 >» O O TO 

H >» G P GPOG 
TO © O H H 

ffl G H P P © © X3 

HPPbOOX!X3P 
0 O G © P P P 

H P O P P O 

©PHG ©GO«P 
© Cm H X! H P 
>s H P P 

CGH *> © *> a © 

©©GPX3PPTO 
XJ G © > TO O 

P O^P G<HTO 

•h o O 01 0 G H 

G C © G G O 

o P P o •» o © 

H C H © TO O XJ 

P O TO X3 P GO 

© ffl H O ©POO 

PPG Ou O H 
O © CT G TO X3 

MP,©HH00MO 
•H P HHH 

XJ >» bfl <4 © 0 jG 

G © G H 0 > 

ffl © X3 H GO 

P P M • 03 O •» 
HP OP TO 

m m m O P © P 

I G © X3 © 

XJ XJ p G 

- - O 


G XJ 


i ffl TO G G O 

J ffl H a G 0) H 

O . O P P 


O XJ 
H G 

ffl © V 

TO Ph ( 


m m m i-* ©OH 

0 O O H O <M P 
P © H © O 
G *> O » G P XJ G 
^ "■< G TO O O P 
P H © 01(1, 
ffl © ffl p G 

-. —■ © X3 TOPhOP 
■HOOP® HO 
0 G XJ OHOPP 
0 © , O P G 

O ■» P P P ffl 

O *> TO G PhXJ G O 

© XJ © © “ --* 

ffl P G 01 P p 

XJ G H © ffl P 

EH ffl <Pt P Ph h 

G Ph O 0 

© P © P -3 W -TH, 

OH P P. G P O 


w x: 
© p 
p © 

© «H 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 

















PROPOSED RULE COMMENT 




PROPOSED RULES 


49293 


ra x> a 

*p a 


P TJ -O 
X5 '3 S 

§5 3 


553 

c3 & aj 


S & 

Ti © rt a> 
3 © o tn © o -a 

3*3 3 £ 


> > © 

- •'•H . 
Q) © 3 
01 XI t 


iTJ O H 0) 


55 


3 *H 
© C« *, 
OOP 

tn o 

T3 © 

O C; J- i 

o a o 
bO 

? H ® 

fc 

» " j§ 

O C 03 
P O -H 

. Tj’O 

P tD •> 

111 

c< o © 

a a 
to to 

Cl jC 3 
O P 10 


g 

T> CL 

® % 
rO 05 
•H 

‘S3 


X2 to £ 3 
P © CL to 
3 tn 

*?i: 

© P r-j 

to «h © 
c-h ox: 

a .5" 

to UD G 

£3 53 

c. x3 tn 
to © P to 
•H 03 *H *H 
Xl X > S 


•§? a 

p ►» 0) 
© 0) 
- c X) 
C P 
> o to 
OP© 
x: p 4 
to © 

0) 

0) >»XJ 

5 §p 

o p J3 

O P Ci 
o o 
btfG 

o * 
-h tn 

S-SE 

, cl © 

s °| 

5 5 


C. H t>» © 
0 <h 3 gj X * 


1*8 


5-S 5 5 

P <0 


s& 

O 0) 

tn u 


U 91 

|| 


§ s 

f-t 

tn 
3 3 
> to 



max: - a ~ _ 
cl-h _ © o -h x: 
n (o So m3 
3 in x: -h l <n 
m -H > P © t- X) 

B o fto 
© S © © . O 
fl o m L >» x) P 
o 3 a c <d 

o ® S o <! 'S■£• 

“5, 41 . a-g 

TJ O P T3 © 3 
H ® O X) O 3 P 
3 C hD M C 01 C 
O O *H C« O 
x: <l< :* c. © © a 
to © o XIX) ft 
X) X B 0) O 
© OXJ-H S 

•= S q * ■“ § i 1 ^ 

S-H 5 T> t- -X> 

x: p ®oB3ff' 

> O H *rl O © rH 
© >H C «tI 3 
® C s! 4) 3 P C ~ 
to CL «w 3 © O Oft\ 
3 3 a! ^ CM 

(C Q r) L C L Ct 
O P H O © CL © • 

©CL O 

^PX3taQ010) 

.S-5," 3 3 s ^ Q 

CO -H >, c T) © * 

ct © © » © x: to 

Q 3 CL 3 P C"> 
P©C.W©Pf-iC'- 

55 3 9*358 


S 5 3 g 5 5 


£ 


4 

8 


to 

Z 

Ul 

> 

O 

z 


< 

a 

z 

o 

z 


o 

z 


o 

> 


< 

ac 

ut 

a 























49294 


PROPOSED RULES 


n P 

© o 

> ft 
H 

> C 
c o 


as 

zs 

ft = 


- 0) 

a K 

35 I 


P a) u 
0) 60 ^ 
^ «9 « -H 

3 a o 

to 60 ca tM 
c n-i -p 


t) rl U fl 

ho ca a 

c a >*p 

© O «m B 

x: p -h u 

O U U © 

vl fl U 
H -O H 
tf-O UH 
P < • 

P O <S CO 
O U jZ P 
P = a <y 

P • p 

Tl-P iA C W 

a) p O o « 

>» &,'©! *j e 
rH © w O © 
(S P ft > 

o - a tj *h 

OtOP 

to p p p a 

05 O ft ft (0 

> ft u a ft 
rH «->-!« 
O = tn jo 

> a to a 

c o a * » 

■H -H t/5 t} 

CO pa 

© p c © o 

H o ft o 

a © P >> 

P T3 T3 ft 

Spa 

tJHtl C O 

0) (d T3 Vl 

nrl R o « 

a ft , ■»-> © 
PC© 

o c a © u 

ft ft © X 6c 

fft r x> ft © 


S*2 

>»ft 

■“.5 

T3 

© ra i 


ft P - . 
ft © ft © cn 


OUP 

03 ft 03 


g s 


Oh 03 P © O 


ft g 


S3 

ft x: o 
o p P 

e c; * 

ft M i 


t3 *H 


o © X> 

© 

g 

o u > 
pap 
ft © 

.g-g " 

ft ft © 

m X> 

o 

*53 

© p 
ft C > 
X O 
©PC 
I O CO O 



a p O O 

o p p a 

M1U H -n M « 
~«p P P p 

a:ia{ 



> m 
J © o ro 
3 X3 p p 
> p p* a 


ft T3 © I 
.« o © x: 
c jc ft ft 03 
o P P 

p a -h ft ft 

03 © P O O 
P £3 
o © © to © 
© P ft ft 
*0 © to © a 
ft ft ft ft 
P P Bp 
© CX ft © © 
P o © B Pc 
P P X> 

p a a p — 
^ © a ©- 


_ _ 

a p o g 

•3 u oictw g 
p © p o 

* • *° g ts s 

•tt * © © p 

a 

OP P o p p 
U P P P 

.:>*«?! 
*■8 dS’a a 

4 s & s u 3 

9 p r a" 

4/ * p -a ° o 

u • a 5 a 

3 ^ G O a 
TJ O PC 

B p -o © » p 

CJ ft ft P p 

o •© © o « 

p e o p © $ 

- ^ ft O T> ft 


Cr < t 



ft « 


ft ft © 

SPSS'S 

c i*r £ s -h 

O P <h P a0 ftp o 

p a o o • © a 
p o ^ p p p © 

oft®«>>»ft©caft 

© Ch P^P © ft© o*Oi 

a p o a © 

Ch ©P *^CX> C cr* to c 
O P P 60 © P©X>0 

©©a p ©a*Hc 

PPtHP^bTJX MP 
©co pvOP©a © 

> ^ ai — o T3 © TJ ^ 

p x: ^ © . * f ■ - 

© O — X3 P 
^ © O < 

© ••* © J 

T3 x: ”*4 

<H © p © 

-- P © O 


; a f 



> 3 r 

© T3 © PS <M 


: § 1L 

© p to © © 


U H w h r . 

ft o © © p © p 
© X ft p © t-i *- 

p p © ftp © 03 x: p © - 

a X3 © p «m >©p 

a© ©©© P P r 

© OOOPPCPoflr 

p®ppx> p > a • 
p x> Ch p o 

p © p p © o p - p p 

P P © P X! OCft© 
>PP©PPftO P 
ftp O © © P 03 p 

P OPXJtHP PP © © - 

a p p op o <h - 

OftCO O©©®© 
-ft©x:>» «x>P* 

© p p © © r 

•rl © PX5 POP© 

? t>»P«H PP ©PP 
XI O O X! XJ P «> 
m P Tj M ? p M 

a t© © m © a a * 

OCX3Pa-H- lJ '‘H®0 

p p g © X> ft O pP r 

© p © x © © © a p 

a p a a oo—'po 

H p © «h © X tJ © © 

O > © a O > O © r 


















PLEADING SPECIFICATIONS GENERALLY 


PROPOSED RULES 


49295 




i 


<d fl) B H HD(d 

! O.P £3 03 C G 

! O O t) P -H ™ 

! c tio « n -P 


o, o ■ 

* ^ 

bOH 

•S P 


o. - 

TO >—* 
G 

P "■* ' 


S3 

g oi i 


I® 


X <13 ! 


Sh 


f 

3 0.1 


m 


* U 
; © 

j ^ s < 

H £ l 

I i—I i 

I TO MW l/J ”, MJ 

> P CD >> J3 t 

l M S H • S 

bo G a) 03 S-r 

"B d o > c d; 

I © H Cm H *H 0 i 

Orj Tl 'H P till 0 

! P © c o g c s 

i g © P © to o t 

I O O, 9 iH t 
I © x <H CO -P + 

I CO © o © P O r- 

i © u p p : 

up P to bO p £ 
P O G •‘•HO 

I G © P G G 

I G > O 0.1 

i © G O C P © 0 

^©o-ng — 

• 3 (8 CH 


g TO 
TO P 

TO *H 
© G 
•H O. 
U, © 

o p 

o H 
p 


23 

o. 


8^ t 

© *5 1 

G 

as £ 
. -H C 
; S *r 
: p g c 
< o. o c 
H 03 c 

= fee ! 

E O P 
X! H < 
O, G 4 
• ? + 
3 >, © 

s p a. 

3 S t 

It) P I 

O >* + 
P H - 
P P f 
O o ■ 


3 P £j 

•S | 


©PPG bOP O. © 

H G P O G TO So 

•H TO © O. bOP -H 

a s bop c o 

G G G H © or 

I G -H p © P P © 

S St" 


\3* 

TO G 

3 © -S 
Xi P 


O. G H G © © TO 


i GPP C © H 


"HHCTOHbOTOOC 
•H P H G <P TO 

«m to pHc* © og ch >» a 

GGHpgoGG 
©pH P TO © 

P p P P PS O. 
TO £3 «h X» S 


G P P © P C 


o z 


p TO p 


<H P 


3 O <m H G 
3 6-i O TO O 


TO P 
O TO 


*• TO O © G 

m op o a 


O.H O > TO G 


-P © 
O.P 
© (3 
O H 


' (3 TO P H • 

P TO O.P _ _ 

ITOPP TO S3 E-I P 

* a < © -h . 

TO P £3 H TO TO » C 
Q.H O. p © P TO 
bO © • HP «£ 

ISf^SSa 53 

T3©TOPPP0>0 
TO p O. 0,0© 

© (0 cr © •« O 1-t 

rHTOJ © © O^. 0(1, H 
© P U X © P TO 
©TOO © U •• H 
P p O O — 3 P to M 
TO P TO T3 TO © 
p©0 W©PP© 
O' P O TO © O H O. N 
© Cm C bO O © -H 
TJ r-j O TO O •* C3 TO 
TO r—I C-H 0.0.03 t) 

TO -H P © TO S3 

TOraTOP^OP © H 
© © -H C TO -O TO 

' P © S a <p © S3 © 

5 ass °t 8.G § 

OPO, TO O ftp TO 
O. a bO ra P TO 5 © 
p © a © to u 

Cm a -HO XJ 03 
(—(•H©PXOCTOP 
a p^ © O TO © O 

• I SS. CTO - (X 
TO O C O, *H © TO TO 

®h a *h © p *h 

03 © Ch C.H X © 

PCO^OPOMTO 
TO p, O P TO TO P © 
© P SP U Q P «h TO 
PP4J>Pa-HOp 


O TO 

I © TO 
‘ bO P S3 
C *H O 
•H TO -H 

'to P "to 
© P O 
HOP 
O.P Cm 
•H 

<D C O 

a ° s. 

TO TO 


© S3 03 
P O © 


JC M 

P o. o 

a © 

P H TO 

3 «•§ 

P 

TO P O • 
P P G 
C - O 
© TO © -H 

a © o p 

p bo P o 
O TO H © 
O D.P ,r 3 
P TO © 
O £*, O 
G srv 

© G 

P TO • *rt 
PPG 
•H © © P 
G © SXr-j 
p O TO P 
© X M, TO 
Ci. © © 

S © G 

P Cm P 
©PH 
G *H H 

O G Cm H 
«M P O p 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 












49296 


PROPOSED RULES 


G ra © 

•H OrIM 

X -g* a 

P • O P «u 

O X C • OH 

•HOOO 
OTI O « O 
P C © r-t x 
© p 
C A © P P 

00 A > r—( 

<t P C P 
C MO > 

c ® ■ H fa. 

© 42 XJ 0) 

P H « 

P 3 P K 
© G O g P 
G P X | -O 
p n o c 

bo © o © 

P • X A 
P P t) © A 

O ? P O <© 

= p X 3 _ 

ex © © 

o P © P c 

p ° to 

p G XJ © 

© p x 3 p 

© © o o 

*H © O Cm 
Pi P« P P 
° a G rH G 

O © © X O 

P 3 p 
■o o p &.B 

© © O -H 

P A © f> 

2 

cr © A 

© o g O 

p x 3 p p 
© © 
m © P X 

© c p p -P 

O vO Cm 
p n © © i 

TJ XJ P G P r 

© G X © O 

ffj © £-. X G j 


SS 

2 


© P 

P 

XJ XJ 

© 

bO P 
G P 
P p 

fH O* 

X © 

© P 
G 

© © 

_ ® 

>» P 
X A • 
o c 
o o o 

*H P 

rH Cm © 

X O © 
B. P g 


G © 

2 ©5 


C 

P G G O 

I © O P -P 

G XJ P - » © 

o c ra-o MO 

O 3 © © C P 


p -O u 
p © o 


>,1 


MH O O ©O 

.5 <2° 8.2. 

XJ © © X 

© © x w P 
© x p © P 

rH ©OX 

A O P P P P 
P O ? P P 
P © > 

p XJ © © > 

© © m X xj 
> p p p © © 
© P O X rH 
p P P -H 
p CJ* O CO Pc 
O © P P « ^ 
P P t>» 

■OP 


O Xj - 
O © ! 

P ! 

> P i, 

P P G 
j a © 

3 P © P _ _ 
© © X © p A. 

A «m © © 
iH rH Cm P A 
© P H -H © 

G © © XJ X P 
P AX O 

28.“ "X - 


© AP P © 

r , x © © © 3 

G P o A o 

© X X A O 

0P ©CO 


3*8 


© XJ P CT* P © oS 
<H P 


I O C 

■» 3 P O 

. hOP XJ -H 


V. »I 

M W»-» Ml-- CO © © - -r~t 7 

©SO-XJ >PC\iiHPc - © 

© p H P v— XJ P O ~-T © P -—- XJ 

O p X © P P ca G © p P XJ^P 

pPfflXA©C\l©PA©OQX® 
© cr- -H P a a G H 

© © P O © P © — *H — 3 bO O O 

P P O P pPC‘ C '(XiG©0'0 

A P © ® •'‘MP'-xCr-'-^-Ha © 

OP X © "-' -t P P P © P 

OOXJB - CO ©OP P 

©ppomxj ra © bp © 3 P 

00 XJ X G O — P G © GH fl A-« O 

© ra irNGfflffloP-H© — 

XJ P *H P -<A P rH -H Oh XJ ©O ^ T 

G P C G G © i—. p P '— © p © GP 

3 P P © O © P © C£ P © 'H'OG 

a p p P rH A--P B O ©vOP 

rHPCHfflPpa^ ®P O PTlP 

©© PoaSOOimAGP© o 
G A © Cm © '—' O P © AP © © 

•H X p « ©P--a_PrHPM 

bo p XJ © •— rH X^ffiG©PP© 

p © p © p^n^pcmp o art o « 

p (X P ©P © — ©P '-M-O P 

O © © X > O *>— K +J 2 r g 

p, X © p © — ffl©raCG©P* 
© m © G Q P P ©©©Abo 

XP Cm ©■>!■© — P XJ A G P G 

t_, o P P o a ■—' « © n ♦•» © P p 

M p p. .. © P -t— P P— A o P 

•> © © % bO p OvO ©m^.xm© 

• X AoX G p*m © A I X P C © 

G X — Po: C © P ©'O'—'© ©X 

©m© P PPpPGc^ P© 
0 p X O XJ p XJ A 3 N «P P 

3xca©gxj{xi© i ^—' 

OPO© A © ©•=• O - G © CO - P 

o pp© © o o p o ^ o 

XJ P © bo © --> © P ^ P d 'O Cm 

© © © P X'—' G A XJ p © ® X 

- xj P P —^ r- o '— © — p ^ m 

Mca©'o»(nP©NbD Ppg 

G 3 a A © P ©CP ©OiOi o 

v P O XJ Xj P P Pffi "—' P 

XJXJO'PP©G ro< H©©P, , © ^ 

© P © XJ O P Ax) P > A G 3 p 
ppXCPo^'X©oa^G©©iX© 
a. Cm P p a— CV XJ a — P ^ a A 


© >» 

Ilf 

P c 
X © © 
box tn 

S" 3 E 

a 


5*8 


*8 


p XJ © 

c © © 

© © G 
P G 
p © 
P P X 
o © 

bOP 
© G P 
POP 
p p > 


P O' 


n p 
p cr«M 
X © o • 
P P vO 
XJ p 
p © © 

© © © © 
X p p P 
P A m P 

.§5“ 

O Vc "~" © 

2 O'O G 


a 

2 

A 


© to P 
© XJ 
P G XJ p 

s © © © o 
M P P -© 
© p p p 
X tG © <H >» 


O G 


o -H P P _ 

G bO © AP 
© O P A P © 

© P P © H © 

P O A A 
P O 

O, p © U _ 

as Ag. 3 

P ^ G O X 
^ © «M P '4' 

• p o a p , " 


"11 

c © a 


o © 


XJ © © CA 
X « 

P -P P I 
p bO CA 

C (U G P © CV 

o —' p © X I 

P XJ XJ p p 
P © © G 

© P © p P XJ 

O P P o © 

P X A bO<M P 
P P L G P 
A X >>P XJ A 
(X, X P co © 

© © © P X P 
f» p © vO 
G bO © © P C\J 
© G 

P Cm bO m 

at 

© © XJ 

XJ A © © © • 

© ra p © X o 

.—. XJ © A o o 

X p p o O P Q 

O p. OP P 
o XJ A ©.gi 
P G O' XI A. 

A © P © W 




© © 

i p p 

© x © © 

p o C X OJ ur 

A P G MP P P 

© O W P _ 5 

p © a ® ° 

•« © P X G 

© P G © X M 

P G O X P 
© p >» © © 

t>» a >» x x p 

P 3 X P X 


l 5 4J, S 

P © 
■" o 


p p 

■g a 5 

•» P © w 
3 § bflXJ 


3 ^4 XJ p ;•>'< 
3 X © © P < 
P P O © 


■c G p 
C P 

XJ XJ © 

© © X 
© G 
P hOP 
A P P «u i- 
© © GO 


P X 


g 


© x p 3 p 

© ©Go© 
p © p o X 

P P © P XJ p 

© © P p 
G X XJ © -*•> 

o « XJ G bO p 

P © O G P 

P >i O P 

P P © XJ © 

P p M p © P 

O © O © © P 

© AX G P A 

P > O A 

AX -HO 
O P P © p 

© 3 © p X 

© G P P XJ 

>» o o © 

X <H p © XJ N 

O P P © P 

^ XJ P A © P 

© © P P P o 


m xJ 3 O P 

p © © o o o - 

o P P O o ©^ 

Cm 3 XJ © AO 
X O n ia 

XJP C MP 8 
C P M G O P © 

3 I* *H P 

o P xj XJ xj 3 

p p o © © © (G 

XJ P P AP > © 
o © POP* 

oxJP<Jj © p 30- 

bO G XJ > A XJ O 
© © O 

m © • © © o P 

p ••'X P X to O 
A P q P P © 
© © ©P? AP 

p p X G O P 3 

© ©PP G © XJ A 
X XJ P © X © ^ 
P > P xj P P 

P A © o A © 

a o p a © P © 

©CmP O G ©XJ bo 


© o 


i © Pi 


a 


G A © , 


ra P 


_ - . , o G A -XJ 

a p Sb ©^ 

cm P P o CO XJ 

§ p g m X fA © 

© © © © B 

P X ra ra © P 

- C G 3 p P © 

GPP O X P 3 P 
O G O P > OJ O 

P P P © —" 

P O © O P XJ P 
©GPP®Prao 
1 AP AP G 

PwapriPora 
OP O O A © P P 

P O © ^ p G 

ri p A P t>» © © 


FEDERAL REGISTER, VOL. 41, NO. 216-MONDAY, NOVEMBER 9, 1 9T6 














© l o p q ci 


g i 


2 g, 

pH P 


P XJ 
O Xi 
P q 

P © 

© x: 4- 
a -p 
q A 

PH - J- 

P^ 

OPT 

P *5 
§ r O 

g © 

^ I 6, 

O P 
X) 01 


2 x: 

S « 

bo 

S3 © 01 
P 01 

* c 

pH C O 

j P P 
03 P 

) P o3 
: q o o 
> -H co -h 
P Cm 

( "O 1) -H 

1 © P- P 
bfl CD 

1 0) © > 

) H P t) 

>.8 
01 X3 
P 03 

Cl Jp P 


o <m a) o q oi 

Cl r-j M © P 

erf q p 

a) -C a PhT3 O 

Q) © 

01 £3 O q bfl p 

•h -p © oi 
P >»H O 

bO O TJ X> r-j ;H 
P © erf <H 
P X3 N XJ <M 
T3 © P © 01 O 
oJH S. C-P 
© P O b0 Cl © 

h P P -h q > 

pH -P ra p p 

p q -p 
© © q p © q 
J3 ft 05 o 

-p q c p -P © 


P p P • 


'B 

w w q q 

+o to X! 3 

p if q £ if P* S3 

•h © bo > -h o 
q g p tj p 

rH p o •> q © -p 

Ph o p P p q 

5 o P o <p n 

OX3 © q XJ P P 
o si © p q 

bo-p © q © 3 

© p o x3 bo f> bo 

u t- (3 hH P p p 

oqoxiP © © o 

p q o P xi 

p bop © © © p 

© -H ©rH p x3 X) P O 

XI CO q Ph O P 01 

q © p 3 p q p 

3 H <3 P © g O 

q p p p 

P P P g bflp 

q • o p q q 

p Ph q p P P 

>> P P P © 'O o 

6 p o p, p q a 

q o a o © P 

© rH O P rH O 

XI Oh © O P Ph O 


X3 X) 
~ © © 
X3 P P 
© P 
P P P 


1 


.5 


5 : 

52 

" e 

P o 

p <H 

3 

CUP 

q 

© p 

33 

p xi 

p 

© 

'S 5 


PROPOSED RULES 


«a c 

©5 

p e 
« c 

5 s. 

8 3 

p . 

© g 

p p 

q 

p 2 

1- 
-9 *> 

Q ^ 
. «> 
p? 4 

2 * 

-Sfi 


p a a 

si i 

bflcl ci 


S3a 


X3 « P P O P P 
J © © P P © O 


0 
• iP 
C 3 
O P 
U 


© P X3 

■ass 


S.1 


p •> o qj 


CP 1X3 _c 


a •» xi 

bfl © © 

3 C P X3 

4 P P 

X3 <M X3 
1 © P - 
j © bo q 

1 o a 
OOP© 

■( P X3 © 

cu q p 

j © © 

2 3 * 

9 p cup 

» q P > 
ii © © - 

S 5 g5" 

bfl o q 

3 P O P r 
3 P P 

a p q p - 
h © P p 

a x3 p o 

■3 O 

h P T3 

o q © p - 
J p p p 

I ° §5 

OXJ" 


q bo a © <n P 
PPOPP©qP 

pppqoxJ©o 

© p o *q p bo^p w 
T a, p p 3 p jch 0 
© p © bo p © q co 

‘ aseat-gg. 

” S“ S' 

© © <33 T •> 3 




I W <H-) A< 

-loop 

1 O O' - - . 

a p © s: p © o) 

SOPPPO • ^ <y 
ip o p p p Jr 
i © bo p q 
a © x: • 


bop q p'j ~ 
i p q p *. 3 £ 


d >> - 
p p © 

OOP® 

3l.1l 


P P P P tl P ©TD 

XI p P © P <u 

q p © p p p ir 

pp © qp qp-T, 

p o p » a © £ 

Oj X3 P P © I « 

> © © o q © « 

q xi p o p xi © p 
q © ci P q 

©pp© o « w 

'X3 O © © *> P flR 

5 p P p m © W 

a p q © xi ®uMp 
o xi p © ©Pi 

^H^H^-,©op©qbo 
©PPXJ ©PX3X3 © © Ti 

P O © P I 2 

© ci © x: p q « 


SI 

i 

*P+- u; ci ttijur—i wm# 

qrao© o q © u 
3 x> q P CU p © P 
« a © © o w i u 

> .h x 3 « m «*: 

ipmppmmo©® 
ip © >pp ©p-*C 

H®©®qpbOPPPcfl 

pp pppopq-a 

i©p©ppqq+P{jr.j 

; xs p xs o q x: p © 

» p > p o p o CUP*, ® 


49297 


7 


FEDERAL REGISTER, VOL. 41, NO. 114—MONDAY, NOVEMBER «, 1*7* 




























PROPOSED RULES 


49299 


a v 
ft o 
00 -H 


II 

O -H 
<u a) 
ft 

t —i 

rH 0) 

cd o 
•H *H 

£ t 


38 

ft tn 


c V 

T3 P 
© (0 
to ft 

a£ 


I 


8 

8 


i 



x) x: 
03 G P 

M d o 

(U 

p— a 
P 00 o 
a> O' a, 
rH G 


W'—' ft 
a) © 

•H P 03 

P. C 
O <D © 


■i: 


g “ • 

ft © oo 

o a c 

S-'S 

—- a> 

00 cd O 

■SSS 

P ir\ ft 


0) rH X! 

P P P 

oi 

o 

v o p 

K H B 
W to od 03 
03 c! a) 
*H a> *h 
3 Ej P, p 
- B P p 
O g 03 
o 01 ft 


*o 

K 

O 




i- 



>- 

< 

O 

z 

o 

l 

a 









m 

















49300 


PROPOSED RULES 


o 

o 


£ 


3 

•H 

S 


■p 



S 



® H ffl 

Maj i 


O I *1 
® T3 ^ 

• a f §£ 

2 ^ 


:a 



* 


c 

s a 


t s 

T3' cr u 

3*0 

J§ ® ' H 
03 ffl >s 

>» n p, 

rH ® ® 
P.-H P 
® Pu 
P O © 

. °5 

5 *0 43 

«H P -H 

O ® 43 

iVs 

^1 a» 

P «3 -H 
o m t) 

® ® ® 

43 43 rH 
E-iPO, 

t>» ® 

© M 

. 

' o a ® 

' O 03 > 
O ® *H 


v. 




FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 


















PROPOSED RULES 


49301 


a 

o 

2 


O 

2 

5 

w 

w 

u 

o 

otS 

a, 

b 

O 

h 

2 

w 

2 

w 

2 

w 

s 

2 

O 


$ 



>o 

K 

O' 


> 

O 

z 

>■' 

< 

a 

z 

o 

o 

« 

6 

z 


o 

> 


< 

DC 

111 

a 


o > ^ _ 

C M -S « 

.2 ° ■B 45 

g « * S' 

iill 

|"5 

S ; S’S 

, .2 3 

: co £ 

ft s 
ff a 
£ 2 


i 

i 

cr 

6 

iS 


c a 

bp O 

ills 

.Iss 

ii§§ 

S <u .2 

12*2 

U 2 3 w 


<D y 

bo > 

2 W 
£ 03 Vj <U 

«Sg»« 

s *m 

8 f * f E 

co > B x: 45 
g <D tj <u x: 

5 S ^ | .a 

O JC 

9- (u ^ ^ 

§5 s 1 = 

-“sis 

2 £ g '£ o 

I . 8 | 8- 
1 s s « a 
•sS 11 .s 

e jc jc xj 

. 8 *8 8 -a 

i s * S § 
^•8*8 
IS-B a 

J 8 11 
^ I fr£ s 

aoga 

§ ~^s 


JC 

£ 


fill 

.5 s ? . 
.2 > 8 
9- -s •£ 

1 5 a 

o £ n 

ill 

^ o tt 

Cog 

- § « 

QJ g T3 

B <U *o 

“ « CO 
"0^0 
3 N £ 


£ 

S Ei? 

a id ^ 

SS 5 

u £ &o 

x: « t 3 

-8 •§ B g 

w ^ ^ b 
. ° bo-2 

£ 8 -S a 

oglS 

co E w a 


!, (4) the commodities, the rate applied 



















49302 


PROPOSED RULES 


M fli 4-> 3 

£ I a « g § 

§ -g »& ?. * - 


3* 

o-S 

I S 

•g ^ 

? <U 
■&! : 
a ©, 

a.’g, 


£ e 

. a 


W «g <D 

«* I* 2 

£g £2 

«1 § 


.1 




M *■ ’TD 
O T) C 
H C BJ 


'S g w 
2 .2 3 


o 


* S’ 
S 

5": 


•> B g 

g s * 

c 73 w 

O O 2 
H « 

g o ■« 
5 <L> <u 

I 8-6 
1^4 ■a 

X) t3 « 


•3 b 60 o 3 
to 3 2 ^ O 

« R 5 Cl B 

^ g s ^ « 

■a g 
*I 

Ik 

® &*6 is 

5 *«! i 

§.« 181 s S 

3 c 2 ^ -9 a 

S-g 

* g-fil 

£ ^p'o I 

£ 3 a o I 
g 3 S ® 8 
a » a S s 


k 

: s ^ .s 8 ■ 
! &S ao 


§• ° 
£ s 


o o 

i s 

■8 3 

-S 


8 £ 
M ¥<3 

5 « <D 

'+j 0 <5 . 

Oi ’S O S 

“ c ~ > 
.2 8 .3 60 
•S^SB 

vh CL . . 

° B £ w 

B;g 8 g 

oils 


o. £ & B 

a ■ I | 

O'ffl'H o 

O o ^ <u 
*o w o 

M 1" 

I O 


> a 
£ £ 
^ a 


ii § 

g “ s 
.5 8 

o W 
-• 2 c 
2^2 
g 


bp o u 
•jj « «> 
o w £ 

SB o 
p £ ja 

3 3 
« S ® 


bO U •§ 

|B§ 

5 G s-t 

.2 S <u 
•0 3-0 

SU 
•8 ■§ 8 
o> .y o 



FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 













PROPOSED RULES 


49303 







w 

-1 

D 

cA 

h* 

£ 

w 


C/5 

W 

cA 

a. 


•S | 
« .5 

a. g 

II 


1 = 

o aj 

CTJ E 
U & 

2 -s 

■S -2 


*8 

a 


^ W C 
t3 td O 


| a> *, *8 

s « -S -g 

■8 8 3.41 
! | eg * 
•o - - 

ifigl 
| r | | 

11- * 1 
to 'jf a 5 j-i 
.2 o .2 m o 


g .3 8 

s ^ « 

a g 

c B S 

o o w 

*J ° fl> 

« «-s 

CO -5 a 

•s g 1 : 

a li 


<u o 


8 2 


■ .2 -5 

u ti U g u 

° -3 <D I g 

| •S -o 8 6 


3* 

CO tl 


3 

I 

Si 


a 


■8- 8 -8 B 

I 3 g * § 

3 jj 8 | 

*§ «s ? 

g- 73 £ a> <D 

£ V -S -S d 

o Xj <tj <♦-< 

° q 0.3 23 

-1! ? 8 


s * 3 s a 6 

„.■*-> ^ o — o ti i/i 
piStU’^SCnW 

b 2 1 a .s i g -s § 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 










49804 


60 

3 

x 

o 


PROPOSED RULES 


x 

o 


to S 


3 x 
u o 
< 

»—I 

CO 0) 

U X. 

0) x 
> 

0) 4-1 
CO O 

0) “ 

O 00 
C X5 
t4 H . 

to o a) 
3 u 
~ <y 
^ a) x 

X X 
•HiJ’O 
X (0 
CO CX) 
H-rlt) 
O cO cO 
X 

X C <U 

o o x 

f*4 O tO 


ox <u 

X X x 

4J I 00 X 

8 44 o a) d 

ou ww-n 
_ t 4 *H a* CO CO 
W a) X,*-v 6 a,4JrH 

H4Jt< 6i ft tdw a 
to T) ^ <U E 
x xx> a<u a; o 
x cox: xx o 

CO (0 tO O X X 

pl, xj q ax a> 

al-rJ X O CM X 

8 60X5 X O X 

. i aid ci 
Tl 0) 0) XX mX44 
C4 JtI nj a C y O 

3 to p-a*H o to 
u o c a> a) 
oiwo^fi^ a 
x) ai 3 h c o 

J 60XT5 44 CX,T-I a 

£8g«Bv* 

to X M x to X a) 
'00X5 T-l x 

0)1-1 OH O X X 
4J 0,4-1 X r-1 X O 
C a 4-11-1 CO X d 
•H a 3 3X d x-H 

at h a o*n O 3 

/-sr-4 0) i-l tO X5 

x an -x e ® 0) 

^ B o ^-n otoa)x3 
5 y-s a) t-i-h x 3 

o ati g oh 

4->F- / O O B 1-1 o 

44 opx « 6 x d 

M to FO X to O X.1-1 


O 4 

Hi 


d g i 
o 8 



0) 

60 

d 

s 


o 

SB 




a) x ax 

'ffi O I O h 8 H 

O to OXH 
^ O O X 
d > 44 X to 

H O O d >1 
X) d CO rH X5 
d O CO X) rH d 

to • a) d co 3 

» d C0 0) t4 

I -H 3 44 X X 

■ to a) d o 

! Cj 0X5 to to 

o a) a) to a) 

>sX CO CO 
o 44 

a) o) d o 
aX X 
to to x a) r- 

O/'-'X 0) o o 

XX d X X di4 

co 3 to o x 
j4 d n d o cl 

3 t 4 *r4 i-I i-4 

CX, tfl 0 ) to XJ o 

0) HX 60 d *H 

to C44J to to > 


60 

„ HO 

dHH n44 
to O to Xi4 H 
t4 t 4 tO 
4-1 - aX 

4J tO 4 Jt 4 0) 
d 4J d 0X5 to 
t 4 X Q) iH X 44 
(0 O B 4J O * 

h ap.4 .. 

i-SSS.g'S 

o to co a> 
o >4 X X 44 

x x o o a) 

44 O co 1-1 XI 
MX X 
60 a) 0) £ a) 

3 60X X5 

O to 4J X 


CO 


I hi- 

•IS x o 


x x x *5 a) 

to to x 

O a 4J 60 

g *2 

§ 

a> 3*3 tox 

a d to to 

- > to i-i 

O 0) 4J to d • 

•^x d d*H x 

to o o <ux 

4J x o » n 11 

O X HO) 

to *4 >.a)X 

44 £ x a,4J 


>4 1-4 

°?. -s 

g u §»^ 

i4 t4 to a) J4 
X X X O 

to ►*« 3 

OH (X O 4-1 
t4 t4 X O 

44 x a) 

•H <0 X X to 

SS U SPS 

to X5 to O 14 
M X X X O 

o o gx a 

to -x 0) 

44 d a> > 

44 o 0) Xi4 
O 0)44 O X 
X 0) B to 
0) 0) X) X 
X5X x d • 
-* x a) o <u d 
to o 


CO O 


do a) 3 

Jen 


o a to 


co o a) d c 

Xt4 x 60X*H 

*•5 o a) *5 d m ^ 
to u o 4J a) a) v 
m a i-i co a) x) 


X5 
0) 
CO X 
0) CO 
•H X 
x CO 

to a) 
ax 


8&U 

O to “ 


44 U 3e 
0) X 


3 ao) 
to O X tO 


O X 

gjs-i 

§g 

d 44 
. 0) 

XJ X5 
0) 

X X5 

5§ 

5) x 
u d • 

X to 
^X CH 
5 tO t4 X 

d to o 

3 1-4 0) 

f H 
M 

o 

H O O 







*0 

K 


> 

o 

z 

>■" 

< 

a 

z 

o 


o 

z 


o 

> 


< 

ee. 

U1 

o 





















PROPOSED ROLFS 


49305 



e 

t0 

x 


o 

S5 


% 




CO 

CM 


00 

§ 

x 



to 

p 

X) <0 


c0 

I 1 •»' 

C <D CD 
iH > P 
to cd 
x cxh 
ow o o 

CO *H p *H 

<D CO O > 

CD CO CO tO 
XI t4 iH Q) 
> 6 <D X 
’O’O EX 

rl (0 6 Url 

3 o rH 

O O 4-1 *H 
-CU H) O 3 

(0 X 

5o4J CO P 
PrH C O 
C CD X3 O 
•HU 

tO <D cO CO CD 

rH r—I *r-l P 

§ cu cxp > co 

a c o t—t 

O (tf M O 
o 0*0 CVH 

H-O § 4) 

eg cwx o> 
R «0 <D P P 
X3 CO 


O 


CO P P 
CD O O 
i-l CD 

p a e 
4 co at 
co co a) <d 
CO CXPX 


c 5 


i-l <D to 
CO 4J d 
H 3 O 
Pu4Ji-l 
i-l P 

coo 

i-i co a) 

g eo 

C o <d 
co p 
o o 

?o4J e 


P i-l O i 
X cO £ 
i—I P 

X O H 

P 4H J 
P CO H 
O P «< 

•' 

P 4-1 g 

a; o 

CO (UtI 

x p • 

TO P CO . 

I—I I—I 

3 <D O 
O 00-H 
X 2 >, 
co 3 
OOX 


x> XI 
CD 3 
t>0 CO 
CD 

HO • 

X) i-l 
* CD CD 4J 
P 6 a 
C0*H <D 

cO co 
OH 
P CJ CD 
CD C 
4 10 O 
CD 4J 
x a 4-i 
P CO O 


p a s * 

C CD O CD < 


X) 

<D 

% . § 
P C iH 

CO O P 

u a 

CD CD 

X O CO 
P 

XI P 
i-H X) CD 

SIS 

X*P o 

co co a 
i-i cO 
p o 
C 4H 
“(DO 


1 c i_ 

cOX-h I 
i CPP-I 
1 CO CO 

P 

l P X) O 
! Cu<DiH 
) P > 
IXJ CO 


X 
P P 
CD O 
> 

So. 

2.S 

*§2 
P CD*H 

a p p 

<D CD CD 

§ 4-1 a 

CD <D 

P P P 
•H 

0 >N 

crx cd 

CD 3 
P CD X) 


, g § 


I CD r 


CD 


;X O p 
3 co*H p 
D-H > P 


0 P 
cr 8 co 
41 6h 
P P o 


P > -CD P 

o * oxo 
rH CO O X 
•* O *H c P 

g p 4)P COH 

cO P O O I? 

iH P P CD 

P CO P CO P CD 

o a*HX CO CO 

CD CD P 3XH 

CO CO CO CO p 5 


X 

5 




cO cO CU 

■S’ 0 ”53 

«o g«-o 

C -h a) c 

•H XJ P CO cO 
CO P eg 
i—i co a p 
a 2 P c x 
g co o *h ^ 
5 4-t co 

O O fir-4 CO 
co 1-1 O.X 

rH 8 a 

P CD O CO 

o x O P 

.. 4H P 00 
O H cO 

mh p c eg p 

CO *H 8 CO 

< cd co P a 
p P o 
cr C 4 h - 
<D O fi m 
P O *H CM 


FEDERAL REGISTER, VOL. 41, NO. 316—MONDAY, NOVEMBER E, 19T6 














49306 


PROPOSED RULES 



3 

U <U 

ja 


<d co 
x: u 
x o 
a 
c u 
x o 


4J 'O 
CO p • 
£ <0 Q) 


O co c 
c c a) 

X X CO 

o 6 

O X T> 
M-l tX C 

y o 
a) a 
x3 co a 
Hx m 


0) 

•Sg 

'pw 4-1 U 

f-)cO U 3 U 
<D C CO 4-> 1 


00 

4U 


4J<DO£XE34JO C 

CO o (0'rl.Cl 

U3<D0)H-HC£tfl( 
CdlOHOUOHl 
X o CXI CO V4 O X ( 
cO<D(1)COt4CO WXC 
H£ Lt C3 am 4J CO 

a y o cd owe 

co U OJ com 
O 0 ) O to WCUH OK 

UW k o 3U U 1 

to a ^ t-> co <u o : 

< X CGI* £4Jr 

o y 3 3 x <D 4J ( 

X i—I UM Cl 

• >£ M >4 co UT3 Ov 

*i o o <u c a. 
-o 5 




12o>,-S, 


(OiflU OtKoX 


3 «cO y m co X ty 
y > a r • 

>-t bCd co m 
o co CO X * 


m a) GXX 
0) 3 C03 3 
bOd > O 


£-Sx 

O CO 


typ'd M£H 3 x 
_» 3 co-- 


o CO y CO a co 



i 


X 


cO 

X 


y 



y 


x 


■d 

o 


u 


c 

m 


X 


CO 

m 

cO 


CO 

X 



H 

-d 

X 

y 


cOI 


X 

y 

a 



to 

•r4 

u 

y 

c 

14 

> 

>r4 

X 

0 

X 

y 

X 

co 

X 


•d 


bC 

bC 

X 




y 

o 


> 


i-i 


y 

c 1 

X 


c 

X 

X 

cO 

•a 

> 

o 

X 

0 

| 

|4 

X 

X 


o 

X 

X 

a 

14 

y 

m 

X 

X 

o 


X 

CO 

14 



d 

y 

y 


c 


o 

co 

X 

0 

X 

X 

y 

y 

m 

14 


d 

S 

M 

o 



X 

y 

a 

X 


3 

a 


5 

o 

U 

u 

X 

o 


'd 

cd 

14 

a 



r—1 

o 


14 


3 

a 

X 

o 

y 

y 


X 

X 

-u 

X 


m 

X 

co 

X 

c 

e 

14 

X 

i-t 

o 

to 

14 

y 

CO 

X 

u 

y 


a 

X 

X 

X 


y 

2? 




















i C I 0) 
co bOX V4 


a) m 

60 •> c 

u y 6 

CO -X X 

uxs mom 

S°^w>cam.. 

CO -X o 3 DHMUO 

x y y mx y m<x y y •> 

^Mcocav404JV4g3 xjjjc 

IC0J-4C0 O XOg-oUXGO 


•2, c r-l 

<y*rl CO 

14 U ' 

1 * n O i 


X! 

3 


4J 

C ty 
x <y x 

- .. V4 CO 3 to U 3 X T-l 

X X CO G O X CO l-t I a) 60 CO d 

yd <y 3^ k am cu mu * 

O V4T-) o <u g*h <u-hi« m m ouj 

- x o £ 6 id ty 60 w 

cooC4J ty^ cod 
X X nucmu*n 

.. . _ __ _ _ _ m x! tuotyoxsec 

6tH a co «X OCO KtI U O box x X co 3 

y (Hmmmcomuu <y u a) 3 c e x x d > 

^ ou 3 o y c msmcoum-rlfl? t 0 Hd£ 
<mo (D'OCOocuubxhc hh b «o3oio 
x C<UfHco5oocOm4J3*HCX3"3 6*HO 3 

co "Uo3u 1-tX X T-l 60 X O K 34t££ to 

• n e x x dj-ttytytym x y y o ua H s x co y 

oC>uiHoaitHUCO k£ , o « w H m 3 n 
>>X O -rlty O ,0 y X X ty X p co x w o 
CU£ U£ U co d X co X m •> > co 4J a) -rl cO co 

cocoxxxapp cqoomdOH co£ bh£ >, « 

T-i 3 x o m it ovi c ty ou OTixy ou 0 m 

<y p to u o omo om x p x >h ^ d coa 

3oo coMbo^ty cdunmumc3 u C . 

m tu >,x atd ty y omu wxh idhtI o o o i 

coiux-u u ait u it c x o x xu 

•i-i xc ycopxdcoxcoym 

•'O'O U (0 c gu 3 (OH 04t o o m <u L 

Ppypx>ygco 603 O-UtI |4 x cO bOE 
•HOco3x r dtyoi4 -cd o w ton m c ... 

xoo£«o£yyy uacomagxpcox a 
mue.lt x xppcoycoagcoojatg •> o * p 

“■”* o itH td OH*ri o B3 Itu ty o 

•k - a a au ty o a *r-i 

-- _ x y d tu e m it it bo co c x 

x it 44 it x cornxe co o c '>ydo<uoo}-t *co y g 
^X Tl OX (U c Cd MtI >,0 It to (l)Tt 600 3 COC |4 c 

m xo co G x y mxtI cr • *x 6 o m-rt 

xwmcxwojitwcdfigMitumx m s ou ui4t g 
co co d o co y x tu •Hgtococoitooitp x y x 

Xr-4 ro ax o-ri0ftiHitomxitO3X(OE(i)td3itu 
xyB30l-tdxxoyypy ax wx4t*rlxH y ay 


t/3 



tom g bou m m m 0 t) o 



. . . *-• —* «.'< 

V. - W. w 

s, ii-vm 
- .v : ‘ v * 

P V ' 

a - a . e 

i* C „ u 


O K 

























PROPOSED RULES 


49307 




<U 

60 

c 



0) 
60 

^ e 

^ Will) 01 C U 2 

U\C <U O O -C 

Tuti a o 

00 AJ 

^UflM O 

olco AJ-H z 


X H 

H co a) 

-<u > 

to o aj to a) 

. a; t-< <u u-i c 

COM AJ CO 44 <U 

a> 3 o nx: 

o T5 cs a> u & 

H 0) MX* <0 

^ X P« 4J * 

O X) M 

CO M r-l O CD 

O ^ <U 

- o aj a 

CO CO O 00 

. § a> u >% 

•rCO HI 4) 

■ O X 

C AJ 


rl CO O 
♦* u O D !t! 
C0 00 O 0)rH M 
MO CL. 3 CL, 
•H X2 to -O 
r-444 O 0) CO 

00-M-M ^X>«4 
M CO X) 43 O 
<U CO £ CO AJ 

> C0 AJ 00 

<D i—l £j 3 M X! 

CO O O O O AJ 



a 60 

OX) C 
co a> t4 
t- 4 *r4 M 
a C 00 
c0 a> 


•3 ox 

MOO 
C0 O *r4 

cj tflX 


S* 


3 o 

O 00 

XJr-l 
CO CL. 


m 

CM 




FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER S, 1976 












§ 1100.32 Formal complaints; prayers for No change 

relief. 


49308 


PROPOSED RULES 



X 

73 I C 
C X <D tfl CD 

no a ex 

Cm tH X 

S3w"n-i m?hc 
<D I—I 0) c P* ,r "* 
o a) E 
C 2 rH 03 O 00 

x to § C ° *5 
m <D 0 0)73 

SffSS’i.S 

O B *H to 4H 

utmun 

-H 73 rH O 0) >> 

o axe 
-6 --u c 
H c 5 ^ 

c 5 o o M G DO 
GO 4-1 O O C 

3 x to u-i a*3 
rn 73 G 73 
C C 0) M 0J 

COO ^ O 73 0) 

to am <u o 
M C G M IM0 O 
^ to ax to m 

73 O 73 X CX 

0) >>X 

<• ' ^ 'O T 3 rl c CO r—I 
CD X O^H^^td 
tl'-'tl O tO tO CO C 

a a do £ o rH x -m 

- <u co-rl 0,0 M 

O M 4 H E^M-rH 

x o a) *h o x m 

W 4h X O O £ O 


<d 

DO 

s 


o 

2 


1 


U Cd-ri O 

•5 *5 73 CD 
to CO <U to CD 
HH E c C O X 

f a CO cd -M 0) 4-1 C 

§ co Sk°-g 

°°3**s!>>8S 

i—( CO C DO rH >4H 

co co e 73 a) to a) 

X >>73 CD X 4H 73 
C X (34 3 CO 
CD CD Cd H *rl C <D 
B DC4H X O 73 *M X 
<D C <D m o a> x 
rH*H73 tO S - 
arH -> §44 

a-«H m x <u *h a) to 
G 4 h O c > 73 G 

to *»H tO 73 C 
M X CO X O CD cd 
M O Cr-H *rH aj DO 
O 4H co a o M to 
73 EX UX 
73 73 C 0 a O 73 
CD a) <U 073 C rj 
73 M 4-1 <U >» CO flj 
C <D <D rH DOM 
4)73 73 CO 0) 04H X • 
Sc C »h x O C to 
to 4) cd-HH 3 tox 
» DO CO X <U C C 
X ‘rH tO X *r3 CO 
, - J M C X tO CO 73 
XCOOlQTJr-HC 
•iH -rH a o 
>> co <u x <u a) B 4H 
eg oox oxx 5 <u 

BcOXtOXXOT3 


•§ 0) 1 


DO 

c 

<s 

X 


£ 


DC 

73 l C 

C DO X <U *iH 

I CO -rl XX X 

a X m dox to 

rH tO C0 O 0) 0 )tH O 

ax X C 73 X 73 >. CD X c P. 

accmcgx O 4 <0 OJ k 

3*rl*rl 6 D04H 4H 0) >> 
(0 73 cd CD H o 4 4H x X 

rH rH rH 4) 41 4) O 4 O 

a) a &•’-* x M M o <d to a) 

> E B 4H 4H CD - M c 73 

moo rH x a) M cdx eg 

<d o o o.h m x o cdx B 

j to X*HO 1H1HXX 

0 m rH & X > M C <D 
O (OH 4) MCMMXOX 
Hcooco>a)<ua)<ucoCDo 
h rH m cd a *h DO m u 4) cd > 

H co O O CD iH M CO DO Ol 

5 X rH > M 4H 0) CO O 

rH 73 M COX C 


•rA £ 


to73 <u o to 
3 x <d to 

-Sex 

X 73 

H 0) _ . _ 

73 C DOC/3 

c o 


§ 0) C 
to J 




x a) <u 

X4H o 
O X HH 

o U o £ 

& 73 X • « 

Q) 73 to 

G M G to M 0) 

C0 o a m O rH - 
CO • <D 1H73 

X m rH M M M M4H <D 

DOrH 0) O 73 0) X 

XCcdT34H 73 73tOCd 

•H*rJCM coMmp 

730(073 Cd 4) Q) 
XOCflfflMH SMH 
C4)4)4)M4XH4'Ob) 

a) ax rH a) o co eg 073 q) 

O E CD £ a C44H c E 4H 73 73 



FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 













PROPOSED RULES 


49309 


O X 
- 3 
>*. CO 
U X 
CO 3 

X Q) 
01 44 
Ll 0) 
O X 
<U 

C/1 ai 

x 

(D X 
X 

X 44 


o-o 

Of CQ 

o 

M « 
44 P 
44 O 
O t 4 
CO 
0) CO 

X M 
4J g 

3 O 
t 4 U 


Ll CO 


M CO CO Ll 
CO XM O 
HI pu 

!>%Li Soo 
-0006 
(U Ll 

« co 01 
x us: 
y ai oi X 
co XM 
X Ll P 
01 U M 
X 44 eg Q) 

4J o U Ll 
ai 

44 oi u x 

OOO? 
•r4 X 

H 44 O 01 
H44 6 U 
O CO 
X 01 -U 

li oi x co 

co -£3 4-1 
CL X 0) 
44 X 
O P O JJ 
4-1 i-4 

^ 44 
X 00 l-i O 

u C o 

0) M r—I X 
•nP u Lc 
X CO CO 
P O U O 
CO CL O X 


01 Ll 
U t 4 
•U CO X 
P 44 X 
t 4 « 

CO "(0 0) 
r—I CO 01 X 

ao» ci 4i 
g X M 
O C0 41 C 
y L< y M 
CO 

0) 44 Ll X 

x! o a oi 

4-1 4J 

CO Ll CO 
44 CO O O 
H4CU M 
3 «X 

H co c 

• 3 3M 

co M o 
U 3 M *4 
01 co 4J 01 
X M CO 3 
Ll O 3 
co 0) t4 CO 
3 X 44 
O' 4 -> t 4 
X CO 01 
CO CO x: 
01 M CO 
X CM 
O O C 

CO M 

C co ** 

M 01 CO 0) 
CO > 01 O 
X M 60M 
C O U > 
•H > CO U 

§ 3 X 01 
v4 O CO 


01 
4J M 

X 3 
C 60X 
O M 0) 
CL 01 X 
3 U y 
44 CO 

01 

X L4 »4 

goo 

g 

Ll 44 
0) 01 44 
X t4 M 
U >4 

Li co 
«0 co X 


C co 
O . X 


.. .j ai 

X OM 
O M 
01 4J 44 
CO O 
CO CO 
CO 44 CO 
M X 

X c 

X M O 
X 

44 3 

o ai 
3 Li 
01 Li 01 
y ox) 

C 41 L 

01 4J co 

oi c o 

CO CO 44 


X C 
Li co 01 
co co 60 

S OI CO 
CO M 

O C C 
44 C 3 co • 
O C 
4J CL4J 0) O 
X P 04)4) 
60 cO CO 60 
M 0) 3 3 

0) X 01 60 M 
Ll ffl X M X 

44 6 41 (0 10 
01 CO 

Ll 01 44 X 13 
OX O 

O 44 
H 4J M 4_> O 
01 O 

M p X X >>, 
Ll Ll 01 41 
Ll M CO M M 
CO M (L, M Cl 
O t 4 CO 
3 041 Q1 
X 41 X 
o 01 CO x 
P 0 41 CO 
CO M Cl X C 

5 01 v 4 
t-j Ll 

O 01 X 01 01 
CO P*4 y 
44 CO Ll M 
MX Ll > 
co O u CO Ll 
X P 01 O 01 
0) CO t 4 «0 
X Li X 
41 Ll O Ll 
fiPcOPO 
O X O co 44 


60 

3 

CO 

X 



3 

0) X 

B 3 

M 01 CO 0) 


Li 

CO 


CO M X 

01 

+jM 

CO 

g a >%4) 

CO 

o 3 

X 

U CLM 

3 

a) o 


4-i X CO X co I 


I r—» u US *n w 

l 3 p 44 0) 4J X CO 


o CO 
Li 41 
o 3 
•H 

X co 

CM 
CO CL 


Ll O 
01 

SB 

o 

m 44 

co 

• o 

O 4J 

o 


I 0) 

L> J_j >+-l VU *-> -i-1 " 

44 CO 01 01 X Ll O i ■ 
U X X 41 co M 4J -r4 

O CD CO X CLX to CO 
44 3 3 41 

§°j! - B -S 

Ll /-s4J ^X 
c*- 1 M CPC 
'—'44 CO CO M 
01 <fr O 


CO 01 01 
4J X MX 
C 0414) 
0) 0) CO Li 


: cl o 


o 

Li -li 
01 

2 - 
co > b 
3 M X 

co co C ^ w^,~ 

c 01 CO 01 01 M 44 • "X 

COgLiX L 3 C Lt*r4 ID C 
<0.3x41341001 Li CO 
co 4-i Li M x , ~ 3 

01>%O)Qlc0c04JgLi4J>^ 
. ll CX « C 0.0 P 0) UM 


^ M OIQICXCOM- 

MO) 4J > OlX to Ll CL co M 

MX O CO X X 0) O 0) O " 

CO 41 3 CO 41 CO 44 X XM 

Li >> g O 4J Li 44 

Ql M X 04444 O X M 

c co C414J O-H CO - yo 

0) 3 CO H 4JX C 3 (U 

OO XC " P 01 O CO CL 

0141 M O 60 0) > M 
x-nPP • 0) M P g M X „ 

CO CO M 44 41 CO M 01 O CO 41 

^4lcOOO)coXLi>OOp 
MM01HM3MCMQ101 
3 CL Ll a g M 3MM4IX 

ggaiggocr clo 

MOXOOPQICOCLXLi 

(0 U 41 UOMLlMCOCLO 


X t>s 

01 co Ll 

M CO g 41 01 

-* 3 2 

... co cO co 

_ w Ll 41 X C 
01 M 01 01 C P CO 

X X M 3 CO 01 

60 3 p CO X 44 01 

p co x p e oi x 

M M co 01 X 41 
X) 0) CO 44 

CO Cl CO • 01 01 Q) 4* 

0)C0 O 41 41X P 3 
M Li CLM co 5 01 

CLX O g LiM > 

g MX COM >,01 

01 01 CL 3 CL CO X 
X i CO 0) X 

4) 5^ Ll CO Ll 44 O 
CO 01 O O M M 

44 g 4J 41 41 4-4 COX 

O P CO X 3 

Li 3 01 X Li ai 

p 01 O M 41 OlX C 

O 3 41 M 3 M 

M CO CO X CO Ll 

41 p >0) O P-H * 

CO cfl pX 3 CO 0) 4i 

00 CO co X P 

01 P 5»s -4i 0) 

M <3 44 CO CO X g 

O g M 0) 3 3 

X O X 

- 41 41 01 M O 
MXPC33XX 
. co oi ai co co cr oi 

MLlgXCOOlMQl 
LiOIOIPMLiMP 
01 3 41 0) 44 O 

X CO CO 44 Ql 01 
copxoiXLiaip 
g CO COX41 CO x M 


X 
44 P 
O CO 


cO 01 
3 Li 
01 
01 X 

X 41 


Li 3 
CO M 
01 O 


3 X 
O 3 

x co 

co X 

3 

X 01 
(0 44 

i-s 


M 60 

I X X 3 

g Li O gM 

O CO CO 01 M 

U CL XM 

01 X X 44 

CO -X 3 

CO CO X CO X Ll 

0 3 3 co O 

M O X co P 44 

O CO 01 Ll M 

Li X 3 tO X Ll 

< Ql CO CL 60 01 01 

CLM (0 Ll 3 

OX 01 co 

. MtI Q144X P 

CO 0) >x 01 3 co 
x p co m ai 

p X Ql M M X CO 
M O >M 01 X 
(0 COX Li 01 M 
M X X CO X 

a co x 60 x 

g X - CO p >•» x 
ox 60 0) M g M 

o p x e 3 

60 M (0 01 
co p x x oi -x 

CO M 01 P CO X P 

* O 60 01 0) O CO 
^ M 4) Cl g M COX 

y cjh o oi o p 

s M Li Li 01 01 
£^sca CLM -X 44 
r x «* 3 o x oi 

w wx oi crx x 
p x 01 0) Ll 

y M X Ll Ll 0) CO 

3 co OlX 
R M O Ll X 3 >■> 
u CLX o X 3 x 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 


















49310 


PROPOSED RULES 


H 

2 




00 

CM 


00 

§ 

X 


cu 

w c x 

CO Cfl X 

<U 

X *X X 
C C CU U 
►O O i—I X 
•rl>H,CXl 
• CO 44 3 CU 


CO 


a 

o cu 

OX! 

x 

X 

XX 


O O T3 X CO | 
O UH cu X ( 
3 X 

•* <U o hr 

oqx x a> cu < 



<U <U X 
•O > C CU 

^ HX c 

*S <U X 
C co-O O 
CO CU •’-) 

X) X 

44 G 4-1 CO 
H CD .rl X 
O 

<U CU >S 

m ax 
i-l co <u 
Vi u 
X cu 

O OX 

XXX 
>4 

C/3 O CU 
- rH a 3 
3 X CO • 
I CU cu (0 x 

44XX G 
■u CU 
H -X 
O G ^ G 
X O (U 

X COX'-'CW 
3 H X cu 
CU X X X 
^330. 

•a co cu x 

^ c u u o 

co CU 00 3 

3 cu co 

•p co 54 

g C CU O 

,®j co a x 


co cu 
•H O 
X) 

X 
O G 
x CO 

CO cu 

e u 

O X 
X G 
X «H 
0 44 

S <y 
X 
vO 

CO Q) 
• 44 
O O 

o E 


> 16 cu o co 

CO CU -U x CO CO 

Btl<UCUC44H.H 

COX s O O CO g 


C CO CU -u 

co cx O 
X co o E 

G 14 t4 X 
CU X 4-1 C X 
44 O X U 

cu X E co 3 

Q X H CO 

x cu a 

• 3 -§ c - 

4-1 U <u <J 1-1 

C O h CU 

*r4 3 <U 4J 

cu -XX 44 

r-4 44 CU X <u 

a cu cj u 

§ 3 O G 
CO 44 t4 X 

oca c 

CU CO CO 

O X G 
4J CO CU o cu 
X X *H X 
CO X 44 44 -H 
C -rl CO c 
XX 60 X 
^X o (U 44 
CO X £ r-4 CD 

w 3 hx 

4* cu 

CU cu cu 
HX CU 44 
iH GX O 
44 3 4J E 


X 
o 

X >mH CU 3 
(U cu X 00 CO 

C E cu 

X O r-4 44 
CO X X o 
r-4 C 44 

a cu c o a> 
E x o o 

O C *H CU 
CJ CU 44 a 44 
44 O «0 

co cj Eh C 

44 Q O 

O CO 44 
CU O 60 

44-44 G 

(DX (U (U-H 
X <U 3 CO 44 

44 co 3 CU 

(UH c <M) 
X co cu o a 

4J cu <u a 

x co x cu 

44 *i4 

3 CO X 44 
O r-4 GO 

•HX-H C 

44 CU 44 CU CU 

G 4J -4 H -4 

x cu 3 a, o 

ox E X 

a cu O 44 
X 1-4 O 44 
O CX 3 
44 CO 44 CO CO 


O OOX CU 

44 Os c <U X cu 

44 i4 X 44 X 

G X r-4 44 44 U 

O CO X X 44 I 

X a44 XX Cfl 10 ( 
44 O 44 X CO 

CO >\ CU E X 4J < 
OCX 3 -4 

X CO 44 (44 G 44 

r-4 OIDOGl 

a 4J $4 r-4 14 CU T 

0) 3 (U (UH 44 E4 
>4 X 44 (0 44 O CU C 

44 CU E 44 T 

O - CU O CU 

2X eg cu x c 

cu to <u E co j 

1-4 OsX - C 

• H cu X X Os CO £ 

h HX G 1-4- 

(U c cu ax C 
3<uoxe<uc't 

CO Q X H H CM 

G - cu X £ 

CO H G Hx G P 

H X O a-r4 CU C 

O COX E 44 3 
X c X - O X cu 

CO X X O C X 

co 3 cu <u c 

< H 3 - E >43 

*4 CU - CO cu cu o 

C '-v 3 CU G H x t 
X X co r-4 cu 3 cu r. r 

■ ■ C -H X X u £ 
CU 44 G (U CO cu 

co o 3 a 

cu Os O co CO 0 

x <0 44 >4 X G Cl 

x e o ax cu c 


O 00 CU X 

CX cu c 
X X X c cu 

co Oh X X I co 

g cu Os oo 3 co cu 

3 X x x 

o co x X x G 
X G X O X CU cu 

CO <U ^ X co x 

CO c O CO 

X OOX X G 44 

co cu x cu cu 

CU X CD X 60 CU cu 

XX X c X X 

x co x x x 

CO o X CO X ( 

XXCUCUXCUXr 
X o X x <U x 34 

cu X n - 

CO cu Q 

X 

x o x 

ex CO 

CO <U X 

XXX 

OHO 
x cu x 
<u x 

XXX 
x c 

cu (U cu 


C cu 

X X 
CO CO 
X 

a co 


co * G co co 
3 /vx O 
E X CU G a 
cu X o 
co x ax co 

CU X E 44 cfl 
X X o o 
x o to Os 
X cu X 

CO x cu CO co 
a x x 3 

X X X O 
00 cu H X 
c cu 3 x 

X G o X 

co X • X 
O Js X cu 
ax x cu a 
a c c x x 

O O co x CU 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 

















PROPOSED RULES 


49311 


3 

<u o 

M *H 
CO M 
O 
3 © 
o to 
t4 JO 
4J 3 
© c/3 

a) 


w © 
*M M 
-d 3 
H M 
CO 
3 C 


W)rM 
3 CO 
CO *H 
JO H 
© O 


co CO 
3-r4 
CO 

© TO 

cu © 
jo x * 

3 ai 

>v—I iM 

>j CJ 3 
co 3 H 
co *H 
co a) 

01 0) JO 
© H -u 
© co 
3 4j 

JO CO O 
o) 3 
O M 
W *H M 

co -U CO 

© cx 

X 


x) 3 

0) m . 

M M W 
0) CO >4 
rM C-H 
■ C4-I 


SX 
< cu 

mm© 

co O JO 

• CL <4-( M (0 bO 

co (U 0 ) JO 

JO MX CU *H 

o a cu jo jo h 


X a) CM 

cu > 
jo co cu 

•H JO JO 

u u 
o Jn 
CO co O 
© E -P 
H 

CXJO M 


3 

I CO O 
3 JO -H 
1 CO M 


O E <U 
fn O JO 
I U 4J 


O O 

—H CU 

>^jo cx 

C 3 CO 

co CU 
co M 
cm JO 

•H O JO JO 
•M 4J O 

«M *rl -H 

JO © 3 M 
0 3 CO 
U JO O 
M 4J O *M 


AJ CO 

■U 

L3 JO CO CO *M pJ 
4J O ' 


X JO 

CU CO 


<>§* 
COMX 
cn -P M 
• co O 
o y o 
O *m a 

i—C r-t CO 

rH ex 
cx to 

© *H 


o 3 co a, 

*H *H W CX 
i—I *M CO 

a Sn £ 
cx jo e c 
co co O CO 

o 

CM H *M 

O O cu o 
_ JO 
E -M CU 
M JO © 
O O >%*H 
«M ‘M JO > 
CO M 

CU cox CU 
JO -M cu cn 
M £ 3 
E co X 
f3 O to C 

•H QJ *M CO 


cx i 

•Si 

3 3 © 

•*«$ 

CM O CU 
O 3 JO X 
CO JJ cu 
CO f-l 

CU JO 3 CM 
•M *H *H *H 
(Ou O 

O X X CU 

o cu <u a 

JO > co 
• co H 

CU *H CU co • 

o jo co jo e 

•MM O O 

a 3 x CO *H 
CM JO M M 
CU co CU © 
co <U CX 3 
JO X M 

CU CU M 
CO »—• r—I JCO CO 
CU rM v4 M JO 
•H co CM *M 
(0 JO 3 
O CO (U O M 
U JO CX O 
' 3 3 

^ OX E 

J3 *M JO X M 
S ~'4J CO C O 
co CO cm 
U - 

•H M M CU 
i—( <U CU JO 
CXJO JO M 


•H O CO U 

bOi—i M JO 3 
3 CX O M 


*H Ou 



M 


cm ^ jo o E 


JO CU M 



r-r O M -M M 
(X JO O O 3 

o o jo cr ^ 

M *M CU 4J CU JO 
a M JO 3 M 

JX CO M CO M 

< © cu o 

•M CU JO 
rM J3 4J 3 
JX CO SnO 
a M M CO *M 
co O CO e M 


CU 


CU X 

bO >s CU 

/~s CO rM M <U 

JO M M M JO 

3 co co O CU 

O O CU-M (X> 

<t U © IX M 

CJi C cu 3 CU 

<U cu CO co £ CO M 

r-c £ -M JO 

3 0 M M >^*M 

OS M O CO rM 

M M CU O 
«M M JO co 4J U 

O CU CO ? CU CO 

X CU OU-rC CU 

CU M-M a O M > 

O O M Jrf M CX CO 

3 m a o cu 

CU JO co -u M rM 

utI exto cu a 

(0 CU JO CX M X 

cu -ainucoocu 

CO X > <U CMH 

(UrliJlM c *M 

M M 4J C H CO CM-I 

W © © -H O 

CO rM CU X "M <U 

r-l (U a, M • CU M JO 
X CO *M CU CO *M 

CU O <U M CO M X 

JOcoMJOcO-McUcO 
H-M cx m x £ a E 


I 


cu 


E © 

CU •**M r+C J 

JO JO -U ! 
M O C<H 

1 CU - 


M X 
CU CU 
4J CU 

*M © _ 

CU CO O I bOMJO © cr 

JO M E 3 © 4J © © 

^ao-H y I © 

rM r-c O co «M 3 © r© 

MU CU -M rM -M M 3 • 

CO JXJO <U > JXJO 3 © 40 
JO £ M JO X CXMrH l C 
WO M cO CO *M •*< © 

M CM ? « © X 

M JXM JO © © tM •*< © 

w a o jo x x © 
© JO • *M *M M © • 3 © 
4JOXJOM <-!©•<-)© 

0-M©30'M*M U ©Jn 
M CO rM C O CM -M M Cu 
ainri m 4J Cu i 

•M cm JO © bO © O l © 

>,£ -M 3J0C*)jC 

CEWMX*M © IV 

< O-H © ©MM3 3 I 

CJ © 3 -rt O i 3 

* C CX W Um © 3MCiH 
X©OC0W jOwrHI 
©JO*M©*M©w ©3 

MUU Jj JO C JC ® 

•M © wUUM © -+J 
cm JO O © © W i ■© 
M -M CJ0«M © X ■© « 
CMH O O M © © ©i 
© ? (X C O *M © •♦! 
JO JX©OOMCM4>© 
5 "0 © JO *M *H a*H © •« 
© (DM © M 43 

y-srM ©bOWjO©©CuM 
JO-MJO JO-M 3J0 X l © 
v-'CM UM E CXM W « CU 


© 


_ JO © 
uu ?u C 

© © -H 

4J W c M 
W O W 4J 
3 »M CX (0 
•HrM 3 © © 
© © W M 
bOJO CO -H CO 

© WX O © 
C JO M 
4J c 3 o O 
w O O O M 
©•MM JX 
J U 00® 
o CO *M 

M © © C O 
JX-H JO *H 
rM 4J © M 
<5 JX MW 
JX >•, JO © 
• © rM O M 
© © 

H. r, w M 

© c ©x c 

■ © -H JO 


M CM 

•h o lm 
»m a-M 
3 © 

M © 

W X cx 

© © w 

M © W 

a ” s 

< © u 

JO ^© 


C «—i 

o c 

•H 3 


Uh - 


© 


O © © JO bO 
© X M CO 
^ bO CX © -H 

© C co E *M X 

' W '*H O © 

U JO W © 

C M *H 4J © 

© M CO 
M O M © M 
bO<M -M E CL 


© X 
W 3 
© 


*M M 

✓^JO 3 

© M © 
N-r © 

M -M 

© rM 

X CX 
3 a 
, 3 © 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 






















49312 


PROPOSED RULES 


CO 

DO 

e-5-5 

P T> 

Cd CO 
CO <U P 
P P C/3 
r-l OUO) 
cd P 
44 CO O 

P p 

cu o a, 

r—I *r4 

2S§ 

CU O 

£§■* 

0) 

CU CO r-l 
O <U P 
(£P P 
P p 
CO >4 DO 
C 

-X P 

bnP 5 

y-rl o 
P 3 P 
P i—I • 
Cd t» OH 
P *44 Cd 
U 0) P 
P . Q> 

p e oo e 
0 0 * 0 ) 
h O O DO 




o 

co 



P Cd X! 

P TJ Ou CO 

i 044 a) cd <l> 

pus: o co p tj cu 

Cd 4J o OOP Si 
t4 P CL Cd > 

C 3 O co p o >> 

< -h «d >4 cd 

oop tj a a 6 

0 CO 

h o) a) wu c 

P P .o o o o 

Cd O P Cd p 

a> p >> p p 

£ o-n aw cd • 

B £ o oc 

P Cd <U P P C 

O os: r-4 P 

CO P 44 COP CO a. >4 

* ■ co a cd 

. o <u «d a) 

a) oo ph x 


•H cp § « c 

CUP Cd >4 r-4 O 

£JP Cd c p a 

44 -bOO U P 

Sn O <U p p 
. cd <u p P p p >•, 
£ ErC <U O pp 
5 p p p cu cd e 
C <u P co a o 

O 00 .C O rt 

T3HCP£toi'd 

s ~ / P P P P t3 CU 

cd p >vh x p 
o P p 3 p p C 
p cd ex cd cd 
. p 3 <u 44 44 x p 
a cd p o o p oo 


cd cd 
X p 
CO P 

g § 

O CO 


P£ 
cd P 

> 44 

a) o 

p p 
p a 

2g 

a CD 
CU P 

p cd 
p 
cd co 


Sjg 

44 P 
0) P 

pg 

Cdrt 

o* 

o a) 

p > 
p p 

p p 

as 

c 

x co 

p p 

p 

3 a> 

p p 


p o 

CO *1 

a o 

p o 


P CO 
Ou P 

a) 

44 P 
O P 


C J 
C-H I 


0) 

• a 

£ £ O c 

U I CL N •» 

cd &. cd P 
p C v a> P O'd'i 
HP .cnbO (Cl 

cd a) d) cd co cd < 

X p p Cd P CD r 
co <u,o cd p e 

X cd co O.P o < 

tjp y cd cd p J 

C p x) > p i 

cd co P Ou <0 u 
a) o 0 P 0) j 
a> oo cd cu C co < 

T) d P p£ cd *. 

§5 a SI'"§1 

O C o p p 

co a) a) eg p i 

P P TJ <L) cd P c 

co p p oo cd i 

a>44 • p cd cd > < 

p o p o p i 
o d£ cd p d) 
p p cd co a. co x < 
o, C p cucup- 
cu co p co p i 
X B cu co O cu < 
y d)P d) cd PPi 
p p o p a cd < 

£<dPOd pi 
3p a. P p 44 co i 
co a o | 
00 0 P I 

C cd X 44 cu B co i 

P OP d) 31 

g eo TJ P P B 
TJ 0) p P 
d) 3 P o d) co j 
o p p cu p -fl cd i 
d y coned y d) 
o c cux> p Cd P ! 




FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 













1 


PROPOSED RULES 


49313 


L 


FEDERAL REGISTER, VOL. 41, NO. 216—MONDAY, NOVEMBER 8, 1976 

















































SHOO.43 Service of investigation 
default where failure to comply . 


PROPOSED RULES 


49315 







CO 

CO 



0) 4-i 
,P H CO 

T-i 5-1 

3 M'S 
3 


<y 3 c 

5-4 0) ^ O 


5-1 


C - 
O TJ 
•H C 

•U O -C 

co a 1 -* 
toO co 
•H <u C 
U u 
<o . 
QJ c TJ 

> O <u 
C atJ 

•H 3 2 

C C *0 
c0 O . 

ff- O 
y-ri it 


o g 

CD E 

c a) 

JC 

■u 

5-4 <y 
0) SO-C 

-a ^3 4-> 
>-* _ 
o -o c 

Q1 1-4 

c > 

< K 

0) *H 
CO £ 


•H .P 

S-« 


CO 


S3 


So 4-» C 
C c0 i-l 
cO toO X 
•H <0 
X -U 0) 
^ CD 1) CO O 

C > 0 ) o 

(0 4-> i-4 > 5-4 

c co a p. 

,C 05 ^ -H 
■U X) 5-1 

t-i C 0) <U <D 

J o 

p. CO 4J ij 

So CO JC P 

r-l <u 

t u o 

. u t) 

C M—t 4J 

O -r4 X CO P 

a) C a> o 

o 5-4 CO M rG 

4-1 d) 0) 4-1 
-C 4-1 _C ‘r-j 

10 W H H ^ 

i—4 P 

•rl P Cfl X 

co (U CM . <U 

4-4 -H <U toOX 

4-1 X C -H 

4J 1-4 *r4 O 

G <J C P <U 

a) a) ti «o p 

x p. 0 ) 

G CO X rC V 

o a ) jo 

GO i 4 

CO c S a) SO 

0 ) 0 ) 0 ) -C co 

u E TJ U E 


#• 


FEDERAL REGISTER, VOL. 41, NO. 216—-MONDAY, NOVEMBER 8, 1976 



















49316 


PROPOSED RULES 


4-1 


>> 

-T 

O Cd 
X X X d 

o d t4 

O c0 4-1 


U U a) 4-1 o CD 

d ox o d 

X 6 X >*X Q) o aj U !s 
•X co m tI o cd 60 co 

x C4^<r Bdow d*-» c-h 

m ? O Oduajcd • *rl 

d o d^ ouwo d 

•X x o o co 3 d*x ai a id o 

co o «-h co co a. t>04-( u o o <u 

(1)« O -H 0-4-1 rH X 

x d ertSgmudU'waflj 

cO O O aE£ 00 0) <u x • 

•rl g OUH-rliJ 4H X £ 

00 oo - >,o o CO d a) o o 
00 co qj d X n ft 

d-x 4 m ai o m'O d o d > 

•X g 4-1 £>H(l)CHWaOll) 

T3 g O QIUU rl303 >,tH X 
QJ O rH 03 00 d 4H X 0) 

(uuu dd eoc m *x o 

a co pc; x d tH o C ^ to oo 
00)0) -X TO »»*X 0) 0*rt ID 

x x d om-u o) go i-4 g uh x -u x 

ax crx o co o x*x o x o 

Q) x o o cxh coa) 

codny^doflitdaoo- -r-j 

do d > cr x g u E-h x dx 

-X CL O cd O 0) CL O -X -X i—I Od 

dX 3 4 4 X.X O X *X CO 

a) u w cl m <d ao aa) « 
G'-' X C X OuAJ 41 CO 4J 
O CO X d >> O <D CO qj O X *X O 
HVO a«-H t4 41 T3 4J -H E d 

d r-« 4i d 60 .x o co g g 

()5 4/-M(<dT<UdO}dHftOW 
O X -X 44 X -X -X u 00 d 0) O t-I 

X v -'«-h a) o)o 3 citi p a 

4) ^ c aio CD C m 4 0) X 

•x x d o d to a» fl) o tod d 

0) O CL 60 aj -X -X 60X 4-1 t-I 4) CO 


x 

d U 0) 

CO d > 

, / .H 

6 bO "* O qj 
O C 0) 4 4 
U T-I CO CL 4) 

^ CO CO 
4-1 qj o O *X 

o G X d 

O O X *X 
COrH X S 

a) d m x 

rH X 0) 
d CO tt 
X 60 CO 4-1 0) 
d o co x 

rH T-I T-I 4) 

CO d G 4) 

T-I H O c0 4-1 
U 01 4 CO O 
0) 04-1 
CL d >. CO 
CO O >mH 4> 
o J-41—» C 
o CO d a) 
d 0) >44 G 
O 0) 

qj t-I >,d >-■ • 

4 41 c0 O ’rl 41 
CO o g-x d a 
co co cr< 

O X CO CO O 

4 ao)‘ri 4 ai 
a) x g x 

X g d eh d 

H OO O til'd 

H fl) (J 4 0) 

co a do 
C0 O 0)73 o 

•x xx a) 44 

G CL 4) o C4 




I 

CO I 0) o 

•X I CO O 4 

qj o) a-x a 

60 4 4 S 41 co 44 

d T-i o o o) 4i a) 

HU 4 O d^ O'W 
X) d o O 41 CO 0) 
Q) 0) cOX 44 

0) - O 4-1 - 

8 a) 60 d P o x co 
jc c tflw a) a) 

X X *X 
CL X X 

4-4 d 4> <H O 

60 o a) t-i r-4 41 > 
c u 6 £ CO CLd - 
t 4 ii (0 CO T-I t-4 44 ‘ 

X O 4 0 4 o 

§ X * 0) CL O CO 4-1 
44 60X O CO 0) 0) 
0)Od4>40)d4 

rH T-I 0) aX CO 0) 

2 r-4 X 60 CO X 

eg co o a) o t-i 4> 

G rH 41 rj T-I 

q) 44 d 434-4 0) CO 
O G - -H £. d 

«4H X^4H o 4* o 

>, O 0) O 0) CO 

rH >\4H r—I a H Cd 

<u to o a) 

cd 44 o 4i 

44 X) d *X CO 0) 

O O O qj X rH 0) 

d 4i t-i o co d x 

a)dco60dC44> 
O 41 CO d -H 

•H -r-l -r-l to CO X X 

I 55. 


d co 

o a) 

~x d 

CO 4) CO 

c a co 
o co t-i 

T-I 

4) 0) X 
X COX Q) 

X X X X > 

O d r-l 
X 4-4 0) X O 
O CO CO > 

•x d o d G 

X O 4l *H -r-l 
5-H CL CO 
CO Q) 60 0) 
u H 4 sj X 
3 > x . 

X O <D 4T X 

d 44 X O O O 

d CL co Xt4 

d y i_i 

>, CD O X O 

X 0) O 4-4 O CL 
X X Q) 

x eg « ax 

CO CO Q) 

X 0) X 

_ d x*x 

CD 0) 44 

44 6 d o 


o _ 
X 

X X 

p 

cd 


0 ) 


I CO 


_ _ . i d co x 
d o a) >>o o o 
•r-i o a d o a4H 





b o 
h z 

W M 
Eh Q 
CO W 

z w 

O Pd 

^ a 

M 

o 

w z 

W M 
cO Ui 


2^ 

W 

a 


d 

<t x 


60 

. • 5 

I 60 CO 60 rH 

x d a) x d d 

cohh d a -h d x 

0) X d CO I t-4 X -H 

da»x ch a)X 0 ) 

cr o) >>*H o a) x x 

a) u -x cl co a t-i x 
X o oo-H x o ^ 

X X i—I OHX X x 

g a d t 4 co u a co d 
0) X x X d -H co 
•XqJgcOdQ)cocO 
x o) o qj d x d 

•H 0) X T-I g 0) O X 0)0 

XX qj.—4 0) 60X QJX-H • 
0) d X a<-H X to CO rH 
ax co a a o) >,x a) co co 

tH qj E XH 0) d*x d 

qj x 60 -X CO ax cr g -r4 

CO CH H 0)^ 0) E44 
0) d-rl q) O d X X o 

rH t4 d X x B u 0) 

•H co a) X o • co X 

4HOc0dXOZXcdQ) 

X tH 0) 0) 4H Q) X H 

>> 60 d rH X X rH 

g d 4H 600 -t 4 0) *rl 

O 04Ht4 X X 4H X4H ? 

•rl O CO o d o 

d to a) o)Xa)o)x d 

o to m rax ohxh c o 

CO -H O d 4H X OH 

xgaoo) *> o) >» co tH x 
QIBXHO? eg d x H 
aodxdcda)e*ria)x 

u am <orH x x a) 

>> rH o d d Q) u a 

cma)dHxxoxto 

<2 XX 60*+H 0) d*H -HO) 
XX 0 )H X MH X rH X X 
X d a *H rH X 

60 X 604 XU to 0) 

d o x*x qj o ajxx c 
•X4H o cflxm aw x o 


a o qj 

co x u x x 

60 o) x o a 
0 ) co ox 

rH o x d x co 

a to co o 

o) o o co d 

x x x CO o *H 

x a o 5 ax 

x o o x 

OiOdHLH 
X tH •rl > aj 


d co x 

o o x o 

•H x l O 

xx d c x X - 
1 qj I rH O O d x 60 (0 4 

udomHtomod to° 

HHXXcOOd :rl O d 
rH aO‘H x CT 60 X X "H H 

x o > a o d co x rH 

docooo COOOOOJCO 
a-H- xxoxcXcoo 
x d «fLd d « rH ox 
OH 43 co H CO O d 
x d -h a -co x co 

cog • x >» 60 x ^ a 
y 60 c 0 OOdXdOcg x 
H dHX 60(0 *H 6dC 
1 H H g d CO OX« OO 
IX>.BOXOXOC0 60tH g 

dcootoytgodcxo 
a co o dBXOHto u 
I a >»rH o -H t 4 ^ to X 
lOgOrHcOXOXXcO'HO 
X O X rH -H -H X . C0BX4H 

x oh mx > xxocod 

O S-HO^OdrHOW 

ioco xd o 

X • 0*rl4-| g 60tOPd d'X 

i xxd o do *rio 

d C o O CO *rl x 

omxxxeoMa • >>d 

> coOXdO*HOXXcO 
HXH c *H*H x X d o 
160060 X^i>0 O X X 

i XOOcOO XO “* 

ICOXOSX X 4H X X 
i *H O CO O d 

i rH CO 60 O CO CO . 

itoocoodXd oco 

dXXX*XXOX*H 
•X X o d X hoh 
x xxmxxxamox 

§ 4HOOOOcOXOXOd 
OhUXHXOXOcOcO 


cn 


/ 


— 




The procedures now used appear adequate 
and afford the Commission a flexibility in 
dealing with various problems and issues 
















according to their importance. We believe 
this flexibility should be preserved. 
Accordingly, it is recommended that no 
code be formulated at this time. 
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the party submitting the interrogatories, but 
not less than 15 days after the service there- 
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this Commission, a Postal Certificate of Public Convenience 
and Necessity will he issued, authorizing the transportation 
of mail from, to, or between points in the involved territory, 
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§1100.251 Special rules for proceedings in which the 
elimination of discrimination against the 
shipment of recyclable materials is sought . 
(Continued) 
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•Signature and verification by complain- • See Rule 1? 

ant unnecessary If complaint Is signed by a • See Rule ?2 

practitioner. 8ee Rule 17. 1 See Rule 7J 
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Title 24—Housing and Urban Development 

CHAPTER VIII—LOW INCOME HOUSING, 
DEPARTMENT OF HOUSING AND 
URBAN DEVELOPMENT 

[Docket No. R-76-311 [ 

PART 888—SECTION 8 HOUSING ASSIST¬ 
ANCE PAYMENTS PROGRAM—FAIR 

MARKET RENTS AND CONTRACT RENT 
AUTOMATIC ANNUAL ADJUSTMENT 
FACTORS 

Publication of Schedule C—Contract Rent 
Automatic Anuual Adjustment Factors 

On March 31, 1975, at 40 FR 14502, 
the Department pf Housing and Urban 
Development amended Title 24 of the 
Code of Federal Regulations by adding 
to Chapter VIII a new Part 888, Section 
8 Housing Assistance Payments Pro¬ 
gram — Fair Market Rents and Contract 
Rent Automatic Annual Adjustment Fac¬ 
tors. Schedule C of Part 888 constitutes 
the Contract Rent Automatic Annual Ad¬ 
justment Factors for New Construction 
and Substantial Rehabilitation (includ¬ 
ing Housing Finance and Development 
Agencies Program) . 

These adjustment factors are being 
published in the Federal Register in 
accordance with the Notice given on 
March 31, 1975, at 40 FR 14502, that 
Schedule C Adjustment Factors would be 
published in the Federal Register at 
least annually. Different adjustment fac¬ 
tor schedules are provided for different 
geographical areas, and on each sched¬ 
ule factors are shown for different rent 
brackets and different size units. In ad¬ 
dition, different factors are shown for 
cases in which utilities are not included 
in the Contract Ftent. A new § 888.203 is 
being added to Subpart B concerning 
the use of the factors which includes a 
provision as to which factors are to be 
used where some but not all of the util¬ 
ities are included in the Contract Rent. 
Where the Contract Rent does not in¬ 
clude all utilities but does include the 
highest cost energy source of fuel, the 
applicable factor is that used where all 
utilities are included in the rent. If the 
Contract Rent does include some utilities 
but not the highest cost energy source of 
fuel, the applicable factor is that used 
where no utilities are included in the 
rent. The Department has determined 
that this approach is necessary in the 
interests of avoiding costly and compli¬ 
cated procedures which would be re¬ 
quired to carry out a system of adjust¬ 
ment factors for every possible combina¬ 
tion of utility payments by Owners and 
Families. 

These factors were calculated for 23 
Standard Metropolitan Statistical Areas 
(SMS As) and for the four Census Re¬ 
gions on the basis of changes in the 
Consumer Price Index (CPI) for rents 
and utilities that occurred in the last 
year. Because of the unavailability of 
CPI data for all housing market areas, 
the Department is requesting comments 
from members of the general public on 
alternate approaches or data sources 
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which could provide information on 
smaller sized areas than those being pub¬ 
lished at this time. Such comments may 
relate to national or regional data, to 
methodology, or to limited areas. 

These are the first Schedule C Auto¬ 
matic Annual Adjustment Factors to be 
published in the Federal Register. Since 
the anniversary dates for a number of 
Housing Assistance Payments Contracts 
(Contracts) have already occurred and 
the Contract Rents are eligible for ad¬ 
justments which cannot be computed 
until the factors are published, the As¬ 
sistant Secretary for Housing-Federal 
Housing Commissioner has determined 
it reasonable and in the public interest 
that Section C Automatic Annual Adjust¬ 
ment Factors and the revision of Sub- 
part B be effective immediately upon 
publication in the Federal Register, and 
that the adjustment in Contract Rents 
shall be applicable to the period begin¬ 
ning on the anniversary date of the Con¬ 
tract for those units for which the anni¬ 
versary date occurred prior to this pub¬ 
lication (see § 888.204). 

The Assistant Secretary for Housing— 
Federal Housing Commissioner has de¬ 
termined it to be reasonable and in the 
public interest to provide for a six month 
comment period from the date of this 
publication. HUD will consider all com¬ 
ments received, and any adjustments 
made as a result of such comments will 
be applicable to the period beginning on 
the Contract anniversary dates occurring 
prior to the publication of those adjust¬ 
ments. as provided in § 888.204. 

A Finding of Inapplicability respect¬ 
ing the National Environmental Policy 
Act of 1969 has been made in accordance 
with HUD procedures. In addition. The 
Department has determined, pursuant to 
Office of Management and Budget Circu¬ 
lar A-107, that an Economic Impact 
Statement is not required. Copies of these 
findings are available for public inspec¬ 
tion during regular business hours in 
Room 10141, Rules Docket Clerk. Office 
of the Secretary, Department of Housing 
and Urban Development, 451 Seventh 
Street SW.. Washington, D.C. It Ls hereby 
certified that the economic and inflation¬ 
ary impact of this publication has been 
carefully evaluated in accordance with 
OMB Circular A-107. 

Accordingly, Title 24, Part 888 is 
amended by adding new §§ 888.203 and 
888.204 to Subpart B and by publishing 
schedule C factors for effect as set forth 
below; and Subpart B as revised is re¬ 
published as follows: 

Subpart B—Contract Rent Automatic 
Annual Adjustment Factors 

§ 888.201 Purpose and applicability. 

Schedule C of this Part sets forth the 
Automatic Annual Adjustment Factors 
as determined by HUD for the Section 8 
Housing Assistance Payments Pro¬ 
gram—New Construction. Substantial 
Rehabilitation, and Housing Finance and 
Development Agencies (see 24 CFR 880. 
881, and 883, respectively). 


§888.202 Manner of publication. 

Schedule C Adjustment Factors will be 
published in the Federal Register at 
least annually. Interim revisions may be 
published as market conditions dictate. 

§ 888.203 Use of contract rent automatic 
annual adjustment factors. 

(a) To compute an adjustment to a 
Contract Rent, find the schedule of Au¬ 
tomatic Annual Adjustment Factors for 
the appropriate Census Region or Stand¬ 
ard Metropolitan Statistical Area, as in¬ 
dicated in Schedule C. 

(1) If the Contract Rent includes all 
utilities, use the factor shown on the 
basic schedule for the rent bracket with¬ 
in which the particular Contract Rent 
falls and for the applicable size of unit 
(by number of bedrooms). 

(2) If the Contract Rent does not in¬ 
clude all utilities but does include the 
highest cost energy source of fuel, use 
the appropriate, factor shown on the 
basic schedule (see paragraph (b) of 
this section). 

(3) If the Contract Rent does not in¬ 
clude any utilities or includes some utili¬ 
ties but not the highest cost energy 
source of fuel, use the Annual Adjust¬ 
ment Factor for Contract Rent (Exclud¬ 
ing Utilities). 

(b) The adjusted monthly amount of 
the Contract Rent of a dwelling unit shall 
be determined by multiplying the Con¬ 
tract Rent in effect on the anniversary 
date of the Contract by the applicable 
Automatic Annual Adjustment Factor 
(see paragraph (a) of this section) and 
rounding the result to the next higher 
whole dollar amount. 

§ 888.201 Period for which adjustment 
is applicable. 

(a) Where the anniversary date for a 
Housing Assistance Payments Contract 
occurred prior to the first publication 
of Automatic Annual Adjustment Fac¬ 
tors on November 5. 1976, the adjust¬ 
ment to the Contract Rents shall be ap¬ 
plicable for the period beginning on the 
anniversary date of the Contract. 

(b) In the event of any revLsion to the 
Automatic Annual Adjustment Factors 
as a result of comments received on 
Schedule C as published on November 5, 
1976, the Contract Rents for any Housing 
Assistance Payments Contracts which 
had an anniversary date prior to the pub¬ 
lication of such revision, including an an¬ 
niversary date occuring prior to Novem¬ 
ber 5, 1976, shall be subject to additional 
adjustments on the basis of such re¬ 
vision applicable to the period beginning 
with the Contract anniversary date. 

Effective date: These schedules and 
amendments shall become effective on 
November 8. 1976. 

Authority: Sec. 7(d). Department of HUD 
Act (42 US.C. 3535(d)); Sec. 5(b). U.S. 
Housing Act of 1937 (42 US.C. 1437 c(b)); 
Sec. 8. US. Housing Act of 1937 (42 US.C. 
1437f). 

James L. Young, 

Assistant Secretary for Housing — 
Federal Housing Commissioner. 
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Schedule c automatic annual adjustment Factor for updating section e 
CONTRACT KENTS F u K CONSTRUCTION aNO SUBSTANTIAL R £ H a U I L 1TAT ION* 

(Including The housing finance g development agencies program) 
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GROSS 

Rent 

0 BtOROCKS 

1 bEUKOUM 2 

bedrooms 

3 SEuROCMS 

9+BcDROOMS 

UNotR 

*/s 

) .CAB 

1.076 

1 • Qo9 

1.102 

1*119 

7S " 

99 

1 .063 

1.0 6 ft 

1 .078 

1 .087 

1.095 

100 - 

1 2H 

1.060 

1.069 

1.071 

1.079 

1 .085 

12S - 

| 99 

1.0 S 6 

1.06) 

1.0 6 7 

1.073 

1.078 

15o " 

1 7 9 

1 » 0 S 6 

1.059 

1 .069 

1.069 

1.079 

17S - 

199 

1 .OSb 

1 • Ob ft 

1.062 

1.067 

1.070 

20c “ 

22*1 

1 .059 

• 1.057 

1.06 1 

1 .069 

1.068 

22s - 

299 

1.059 

1.056 

1.0s9 

1 .063 

1 *066 

250 " 

2 7 9 

1.053 

1.05s 

1.058 

1.061 

1.069 

27S - 

299 

1.053 

1 .CbS 

1.058 

1.060 

1 .063 

30c * 

3 2 9 

1.053 

1.05m 

1.067 

1 .u59 

1.062 

3 2S - 

319 

1.052 

1.05m 

1.056 

1.059 

1.061 

3&0 " 

37M 

1.052 

1.053 

1.066 

1.058 

1 .060 

37s - 

399 

1.052 

1.053 

1 .055 

1 .057 

1.059 

9Go " 

929 

1 .052 

1.053 

1 .065 

1.057 

1.059 

92S - 

999 

1.051 

1.053 

1.059 

1.056 

1.058 

95 C . - 

9 7 9 

1.051 

1 .057 

1.059 

1 . u 5 6 

1.057 

97s - 

N 9 9 

1.051 

1.05? 

1.059 

1.056 

4.057 

SOU OR 

MURE 

1.051 

1.05? 

1.059 

l .055 

1.057 


annual adjustment factor for contract rfnt (Excluding utilities) is 1.099 
not p ; The ncrthcentral census region includes The following states; 

ILLINOIS 
INDIANA 
I 0 A a 
KANSAS 
MICHIGAN 
M INhLSuTA 
MISsOUR I 
NEBrASKA 
NORTH OAnuTa 
Oh I 0 

SOUTH DAKOTA 
WISCONSIN 
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49442 


RULES AND REGULATIONS 


SCHEDULE C AUTOMATIC ANNUAL ADJUSTMENT FacTOK FOk UPDATING SECTION 8 
CONTRACT RENTS FOR NE* COwSTRU rT ion aNd SUBS! AU Ll IlL ttf-HABXL 11AT-LQN . - 

(Including the housing finance 6 development agencies program) 


northeast census region 


monthly 


GROSS 

Rent 

0 BEDROOMS 

1 BEDROOM 2 

BEDROOMS 3 

BEDROOMS 9+BEDR00MS 

under 

*75 

1 .0*8 

1.07 | 

1 .079 

1 .077 

1 .080 

7 5 

- 

99 

1 .067 

1.069 

1.071 

1.073 

1 .076 

100 


1 29 

1 .066 

1 .067 

1 .069 

1 .071 

1 .073 

125 

m 

199 

1.066 

l .067 

1 .068 

1.070 

1.071 

iso 

- 

179 

1.065 

1.066 

1*067 

1 .069 

1 .070 

175 

- 

1 99 

1.065 

1 .066 

1 .067 

1 .068 

1.069 

200 

- 

229 

1 .065 

1 .065 

1.066 

1.067 

1 .068 

22 5 

- 

299 

1 .065 

1.065 

1 .066 

1.067 

1 .068 

25o 

- 

279 

1.065 

1.065 

1*066 

1.067 

1 .067 

275 

m 

2 99 

1.069 

1 .065 

1.066 

1 .066 

1 .067 

300 

- 

329 

1.069 

1 . 0 6~5 

1.065 

1.066 

1.067 

325 

- 

399 

1.069 

1 .065 

1 .065 

1.066 

1 .067 

3S 0 

- , 

37*«_ 

1.069 

1 .065 

1 .065 

1 .066 

1.066 

375 

- 

399 

1 .069 

L* 065 

1 .065 

1 .066 

1 .066 

90o 

- 

929 

1 .069 

1.069 

1 .065 

1.065 

1 .066 

925 

- 

999 

1.069 

1.069 

1.065 

1.065 

1.066 

95o 

- 

979 

1.069 

1.069 

1.065 

1.065 

1.066 

975 

• 

M 9 9 

1.069 

1.069 

1.065 

1 .065 

1.066 

500 OR 

MORE 

1.069 

1 .069 

1 .065 

1 .065 

1 .065 

annual 

adjustment factor 

FOR CONTRACT 

rent ieaclud 

ING UTILITIES) 

IS 1.063 


NOTf: The northeast census region INCLUDES the following states: 

CONNECTICUT 

MAINE 

MASS. 

NEA HAMP 
NEA JERSEY 
NEA YORK 
PENNSYLVANIA 
PUERTO RICO 
RHOqE ISLAND 
VERhONT 
virgin IS 
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RULES AND REGULATIONS 


49443 


L A tI°2 mic AnnuaL adjustment Factor for UPDATING suction p 
contract KEnTS COR NF* CONSTRUCTION ano substantial REHABILITATION* 
(Including the rousing finance 6 development agencies program) 

south census region 

monthly 


GROSS 

Rent o oeokooms 

1 BEDROOM 

2 BEDROOMS 3 BEDROOMS 9+BEDR00MS 

UNDER 

s 75 

1.070 

1.063 

1.103 

1.123 

1 • 1 H 1 

75 


99 

1.062 

1.07i 

1.065 

1 . ICO 

1*112 

1 Op 


1 2 9 

1.057 

1 . U 6 9 

1.075 

1.086 

1 t 096 

125 

" 

1 99 

1.059 

I .060 

1 • 0o9 

1.078 

1 *066 

15p 

m 

1 7 H 

I » C 5 2 

1.057 

1 .069 

1.072 

1.079 

1 7S 

m 

1 99 

1.050 

1.055 

1.06 1 

1 .068 

1 • 0 7 *4 

20o 

m 

229 

1.059 

1.053 

1.059 

1.065 

1 .070 

225 

m 

299 

1.058 

1 .Obi 

1.057 

1.062 

1*067 

2 5 P 

m 

279 

1.057 

1 .050 

1.055 

1.060 

1 »06<+ 

275 

m 

299 

1.057 

1 .099 

1.059 

1 .058 

1 *062 

aoo 

m 

329 

1.096 

1 .099 

1.053 

1.057 

1 *060 

325 

m 

399 

1.096 

1.098 

1 .052 

1.055 

1 #059 

3So 

m 

379 

1.095 

1.097 

1.051 

1.059 

1 #057 

375 

m 

399 

1.095 

1.097 

1.050 

1 *053 

1 #056 

90p 

am 

929 

1.095 

1.097 

1.050 

1 .053 

1 #055 

925 

m 

599 

1.099 

1.09A 

1.099 

1.052 

1 • 05 *4 

95o 

m 

979 

1 .099 

1.096 

1.099 

1.051 

1 #054 

975 

m 

599 

1.099 

1.096 

1.098 

1.05 1 

1 #053 

SOO OR 

MORE 

1 .099 

1.095 

1.098 

1.050 

1 .052 

ANNUAL 

ADJUSTMENT 

FACTOR 

FOR CONTRACT 

Rent (excluding 

UTILITIES) 

IS 1 • 0 *4 0 


notf: the south census region includes the following states: 

A L A 0 A M A 

Arkansas 

Delaware 

D.C. 

FLORIDA 

GEORGIA 

KENTUCKY 

LOUISIANA 

Maryland 

MISSISSIPPI 

N. CAROLINA 

OKLAHOMA 

S. CAROLINA 

. Tennessee 
Texas 

VIRGINIA 
ft* VIRGINIA 
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49444 


RULES AND REGULATIONS 


SChEuUll C AUTOMATIC annual ADJUSTMENT FACTOR FOR UPOAT 1NG SECT 10 N 8 
COnTKAcT KENTS FUR N£<* CONSTRUCTION aNd SUdSIAnTIaL rehabilitation. 
{Including The housing finance g Development agencies program) 


»est census region 


monthly 

GROSS Rent 0 BEDROOMS 


U N 0 E K 

S 7 b 

7 6 

- 

99 

ICO 

- 

129 

12S 

mm 

) 99 

160 

mm 

1/9 

17s 

- 

1 99 

2C0 

- 

229 

22s 

- 

299 

26fl 

- 

279 

27s 

- 

2 V 9 

300 

- 

329 

32S 

- 

399 

3bo 

- 

379 

3 7S 

- 

399 

900 

- 

<429 

92S 

- 

<499 

960 

m 

<4 7 9 

9 7s 

- 

<499 

600 

OR 

MORE 

annual 

ADJUSTMENT 


1 BEDROOM 

.066 1.069 

.062 l.OoS 

.060 1.063 

.0S9 1.06) 

. 0 S9 1.060 

.OGB 1.C60 

.OGB 1.0S9 

. OS 7 l.OSfl 

• 0 S 7 1.668 

• Ob/ 1.0 SB 

• 0 G 7 1.0S6 

.067 1.0S7 

.066 1.067 

.066 1.067 

.066 1.0 b 7 

,066 1.C67 

•066 1.067 

.066 1.0b7 

.066 1.066 

FaCTOH FOR CONTRACT 


2 bedrooms 

1.076 
1.070 
1 .Oo7 
1.069 
1.063 
1.062 
).06 1 
1.060 
1.060 
1.069 
1 .069 
1 .069 
1.068 
1.068 
1*068 
1.068 
1.068 
1.067 
1.067 

RENT (EACLUDING 


9+bEDR00MS 

1 .009 
1.079 
1.079 
1 .070 
1.068 
1.066 
1.065 
1.069 
1.063 
1.062 
1 .062 
1.061 
1*061 
1.060 
1.060 
1.060 
1.069 
1.059 
1.059 

UTILITIES) IS I.055 


3 BEUROOHS 

1 .1)83 
1.075 
1.070 
1.068 
1.066 
1.069 
1.063 
1.062 
1 .061 
1.061 
1.060 
1.060 
1.060 
1 .069 
1.059 
1.069 
1.068 
1.068 
1.068 


not e • The Y.EST census Region includes The following states; 

ALASKA 

ARlzONlA 

CALIFORNIA 

COLORADO 

HAAA 1 1 

IDAHO 

MONTANA 

NEVaUA 
NEW MEXICO 
OREGON 
UTAH 

hASrt INGTON 
ATOMINU 
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RULES AND REGULATIONS 


49445 


SCHEDULE c automatic ANNUAL ADJUSTMENT FacTOK fON updating section e 
COnTKAcT KENTS FOR NF* CONSTRUCTION AND SUBSTANTIAL REHABILITATION. 
(InCLUOING THE MOUSING FINANCE 6 DEVELOPMENT AGENCIES PROGRAM) 

sms*; Atlanta, ga 


monthly 
gross rent 


UNDER 

*75 

75 

tm 

99 

lOp 

m 

128 

125 

m 

1 89 

15 0 

m 

1 7 8 

175 

m 

1 99 

20p 

m 

228 

225 

m 

289 

25p 

m 

2 78 

275 

m 

29 9 

30p 

* 

328 

325 

m 

389 

35p 

m 

378 

375 

m 

399 

800 

m 

828 

825 

m 

889 

85 0 

m 

878 

875 

- 

899 

5G0 OR 

MORE 


o bedrooms 

1 .086 
1.081 
I .036 
1.037 
1.035 
I .038 
1.038 
1.033 
1.033 
1.032 
1.032 
1.03 2 
1.032 
1.031 
1.031 
1 .031 
1.031 
1.031 
1.031 


1 BEDROOM 

1 .053 
1.086 
1 .082 
1 .080 
1 .038 
1.037 
1.036 
1 .03s 
1.038 
1.038 
1 .038 
1.033 
1.033 
1.033 
1 .03? 
1.037 
1 .037 
1.032 
1.037 


2 BEDROOMS 

1.065 
1.055 
1.089 
1.085 
1.083 
1 .081 
1.039 
1 .036 
1.037 
1.037 
1.036 
1.035 
1.035 
1 .038 
1 .038 
1.038 
1.038 
1 .033 
1.033 


3 BEDROOMS 

1 .077 
1.063 
1.055 
1 .051 
1 .087 
1.085 
1.083 
1.081 
1 .080 
1*039 
1.036 
1.036 
1 .037 
1.036 
1.036 
1 .035 
1 .035 
1.035 
1 .038 


8+BEDR00MS 

1 .067 
1*070 
1 .061 
1 *055 
1 *051 
1 .088 
1 .086 
1.088 
1 *083 
1 *081 
1 .080 
1 .039 
1 .039 
1.036 
1.037 
1.037 
1 .036 
1 .036 
1.036 


annual adjustment factor for contract rent (Excluding utilities) is 1.029 
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49446 


RULES AND REGULATIONS 


schedule c automatic annual adjustment Factor for updating s |ction 8 

CONTRACT RENTS FOR NE* CONSTRUCTION AND SUBSTANTIAL REHABILITATION. 
(Including the housing finance & development agencies program) 
smsa: Baltimore, md 


monthly 


GROSS 

rent 

UNnEH 

S 7 b 

75 

- 

99 

100 

- 

| 28 

125 

- 

1 89 

l 5 0 

- 

178 

175 

- 

1 99 

200 

- 

228 

22 5 


289 

2So 

- 

278 

2 75 

- 

2 99 

300 

m 

328 

325 

- 

389 

35 0 

- 

378 

375 

- 

399 

800 

- 

*4 2 8 

825 

- 

*489 

85 0 

m 

878 

875 

- 

*499 


Soo or hore 
annual 


o bedrooms 

• 0S9 
.057 
.056 
.055 
.058 
.058 
.058 
.053 
.053 
.053 
.053 
.053 
.053 
.053 
.053 
.052 
.052 
.052 
.052 

FACTOR 


1 BEDROOM 

1.063 
1.060 
1 .058 
1.057 
1.0 5 6 
1.05S 
1 .05s 
1.05*4 
1 .05*4 
1.05*4 
1.05*4 
1.053 
1 .G53 
1.053 
1.053 
1.053 
1.053 
1.053 
1.053 

FOR CONTRACT 


2 BEDROOMS 

(.068 
1.063 
1 .06 1 
1 .059 
1.058 
1*057 
1 .056 
1 .056 
1 .055 
1 .055 
1 .055 
1.058 
1 .058 
1 .058 
1 .058 
1 .058 
1 .058 
1 .058 
1 .053 

RFNT 


3 BEDROOMS 

1.078 
1.067 
1 .068 
1.061 
1 .060 
1 .059 
1.058 
1.057 
1.057 
1.056 
1.056 
1.055 
1.055 
1.055 
1.055 
1.055 
1.058 
1 .058 
1.058 


8 +BEDROOMS 

1.078 
1.071 
1.066 
1.068 
1.062 
1.060 
1.059 
1.058 
1.058 
1.057 
1.057 
1 .056 
1 .056 
1.056 
1.055 
1.055 
1.055 
1.055 
1 .055 

IS 1.051 


(EXCLUDING UTILITIES) 


ADJUSTMENT 
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RULES AND REGULATIONS 


49+17 


schedule c automatic annual ADJUSTMENT FaCTOk FOR updating SECTION 8 
COnTKACT KENTS FOR NE* CONSTRUCTION ANo SUBSTANTIAL REHABILITATION. 

(Including The housing finance & development agencies program) 
SMSaI boston, ha 


monthly 


GROSS 

Rent 

0 BEDROOMS 

1 bedroom 

2 BEDROOMS 3 BEDROOMS 9*BEDR00MS 

UNoEK 

5 7b 

1.098 

1 .QbO 

1.0S2 

1 .055 

1.057 

75 

•m 

99 

1.097 

1.090 

1 .OBG 

1.052 

1.053 

lOp 

* 

129 

1.097 

1.090 

1.099 

1 .050 

1 .051 

125 


IRS’ 

1.096 

1.097 

1.098 

1.099 

1.050 

iso 

* 

|79 

1.096 

1.097 

1 .098 

1.099 

1.099 

176 

* 

1 V9 

1.096 

1.096 

1.097 

1.098 

1.099 

20o 

* 

229 

1.096 

1.096 

1.097 

1.098 

1.098 

22 5 

- 

? M 9 

1.096 

1 .C96 

1 .097 

1.097 

1 .098 

25 P 

- 

279 

1.096 

1.096 

1.097 

1 .097 

1.098 

275 


299 

1*096 

1.096 

1.096 

1.097 

1.097 

300 

- 

329 

1.09S 

1.096 

1*096 

1.097 

1 .097 

325 

“ 

399 

1.09b 

1.096 

1.096 

1.097 

1.097 

3So 

- 

379 

1.09b 

1.096 

1.096 

1 .096 

1.097 

375 

m 

399 

1.09b 

1.096 

1 .096 

1 .096 

1.097 

ROo 

* 

929 

1.09b 

1.096 

1 *096 

1.096 

1.097 

925 

“ 

999 

1.09b 

1.095 

1.096 

1*096 

1.096 

9 5 0 

* 

979 

1.09b 

1.095 

1 .096 

1.096 

1.096 

**7 5 

" 

999 

1 » 0 9 S 

1.095 

1.096 

1.096 

1.096 

BOO OR 

MOKE 

1 .09b 

1.095 

1.096 

1.096 

1.096 

Annual 

adjustment factor 

FOR CONTRACT 

rent (Eacluding 

UTILITIES! 

IS 1.095 
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49448 


RULES AND REGULATIONS 


schedule c automatic annual adjustment Factor for updating section s 
CONTRACT rents for new construction and substantial rehabilitation. 
(Including the housing finance *> development agencies program) 
Smsa: buffalo, ny 


monthly 

gross rent o bedrooms 


BEDROOM 2 bEoROOMS 3 beuRooms 4+bedrooms 


under 

*75 

75 - 

99 

100 - 

129 

125 - 

I 99 

1 So “ 

179 

17S - 

1 99 

2 Op - 

229 

225 - 

299 

25p - 

279 

275 - 

299 

300 " 

329 

325 - 

399 

35 0 - 

379 

375 - 

399 

900 - 

<129 

925 - 

<499 

9S 0 " 

<479 

975 " 

<499 

500 OR 

MORE 

ANNUAL 

adjustment 


1 • 101 

1.116 

1.09 1 

1.101 

1 ,085 

1.093 

1.082 

1.066 

1.079 

1 .085 

1.077 

1.062 

1 .076 

1 .060 

1.075 

1.079 

1.079 

1.077 

1.073 

1.076 

1.072 

1.075 

1.072 

1.075 

1 .07 l 

1.07*4 

1.071 

1 .073 

1.071 

1.073 

1 .070 

1.073 

1.070 

1 .07 2 

1.070 

1.072 

1.070 

1.07 1 

FACTOR FOR 

COnTRa 


i. no 
1 . 1 18 
1.107 
1.099 
1 .09 4 
1.090 
1 .06 7 
1.065 
1.063 
1.061 
1*060 
1.079 
1.076 
1 .077 
1 .077 

1*076 

1 .075 
1.075 
1 .079 

rent (excluding 


1.169 

1.189 

1.136 

1.150 

1.120 

1.132 

1.110 

1.119 

1.103 

1.111 

1 .098 

1.105 

1 .099 

1.100 

1.091 

1.097 

1.089 

1.094 

1.087 

1 .091 

1.085 

1.089 

1.063 

1.087 

1.082 

1.086 

1.08 1 

1.084 

1.080 

1.083 

1 .079 

1.082 

1.079 

1 *081 

1.078 

1.08 1 

1.077 

1 .080 

UTILITIES) 

IS 1.0 
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RULES AND REGULATIONS 


494-19 


SCHEDULE c automatic Annual ADJUSTMENT FaCTOK fOK updating SECTION 8 
CONTRACT RENTS FOR N F A CONSTRUCTION ANo SUBSTANTIAL REHABILITATION. 
(Including the housing finance s development agencies program) 
smsa: daLlas-fort aorth , tx 


monthly 


gross Rent 

0 bedrooms 

1 BEDROOM 

2 hEdROOmS 

3 BEDROOMS 

9+8EDROOMS 

UNpER s7S 

1.079 

1.085 

1.102 

1.120 

1.135 

7S - 99 

1.087 

l . C 7 9 

1.0 b 7 

1.099 

1.110 

10o - 1 2 9 

1.082 

1 .088 

1.078 

1 .088 

1.096 

125 - |9 9 

1.080 

1 .065 

1.073 

1.081 

1.088 

ISp - 1 79 

1 .058 

1.062 

1.069 

1.076 

1.081 

17 6 - l99 

I .057 

1.060 

1 .066 

1.072 

1.077 

200 “ 229 

1.058 

1 .GbS 

1.069 

1 .’0 6 9 

1 .079 

22 s “ ?99 

1.055 

1.058 

1.062 

1.067 

1.07) 

250 - 279 

1.059 

l .CS7 

1.061 

1.065 

1.069 

27s - ?99 

1.059 

1.056 

1.060 

1*063 

1.067 

300 “ 329 

1.053 

1.055 

1.059 

1.062 

1.065 

32S - 399 

I .053 

1.055 

1 .058 

1.061 

1 *069 

3S 0 - 379 

1.052 

1.059 

1.057 

1.080 

1 .063 

375 - 399 

1.052 

1.059 

1 .057 

1.059 

1*062 

90o - 929 

1.052 

1.053 

1.056 

1.059 

1.06 1 

925 - 999 

1.052 

1.053 

1.056 

1.058 

1.060 

9Sp - 979 

1.051 

1.053 

1 .055 

1.056 

1.060 

97s - 999 

1.051 

1.053 

1.055 

1.057 

1.059 

SQC or mure 

1.051 

1.052 

1.059 

1.057 

1 .058 


annual adjustment factor for contract rfnt iExcluding utilities) is 1.098 
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RULES AND REGULATIONS 




49450 



SCHEDULE C AUTOMATIC Annual ADJUSTMENT FacTOK FOR updating SECTION 8 
CONTRACT rents FOR NF* CONSTRUCTION and SUBSTANTIAL rehabilitation. 
(Including the housing finance & development agencies programi 
smsa*. Chicago, il 


monthly 
gross Rent 

o bedrooms 

1 BEDROOM 2 

BEDROOMS 3 

bedrooms 

4+BEDR00MS 

under 

s 7 S 

1 .050 

1.055 

1.062 

1.070 

1.076 

75 

. 

99 

*1.047 

1 .050 

1.056 

1.061 

1 .066 

100 

- 

1 2 4 

1 .045 

1.048 

1.052 

1.056 

1.060 

125 


1 4 9 

1.044 

1.046 

1 .049 

1.053 

1.056 

ISO 

• 

1 7 4 

1.043 

1.045 

1 .048 

1.051 

1 .053 

175 

- 

1 99 

1.043 

1 .044 

1.047 

1.049 

1.051 

20 o 

- 

224 

1.042 

1.043 

1.046 

1.048 

1.050 

225 

- 

249 

1 .042 

1.043 

1.045 

1.047 

1.049 

25p 

- 

274 

1.04 1 

1.043 

1.044 

1.046 

1.048 

275 

- 

2 99 

1.04 1 

1.042 

1.044 

1.046 

1.047 

30o 

• 

324 

1.041 * 

1.042 

1.043 

1.045 

l .046 

325 

- 

349 

1.041 

1.042 

1.043 

1.045 

1 .046 

3Sp 

- 

374 

1.041 

1.042 

1 .043 

1.044 

1.045 

375 

mm 

399 

1.04 1 

1.041 

1.043 

1.044 

1 .045 

400 

m 

424 

1.041 

1.041 

1.042 

1 .043 

1.044 

425 

m 

449 

1.040 

1.041 

1.042 

1.043 

1 .044 

4So 


474 

1.040 

1.041 

1.042 

1.043 

1 .044 

4 7 5 

- 

499 

1*040 

1.04 l 

1.042 

1.043 

1.044 

Soo OR 

MORE 

1.040 

1 .041 

1 .042 

1 .043 

1.043 


annual adjustment factor for contract rent (Eacluding utilities) is i»039 


* 
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49451 


i AUTOMATIC annual adjustment Factor for updating section 8 
COnTRAcT RENTS for NE* CONSTRUCTION aNd SUBSTANTIAL rehabilitation* 
(Including The housing finance 6 development agencies program) 
sms*: Cincinnati* oh-ky-in 


monthly 


GROSS 

Rent 

under 

*75 

75 

- 

99 

100 

- 

1 29 

125 

- 

199 

ISO 


179 

175 

- 

199 

200 

- 

229 

22 5 

- 

299 

25 0 

- 

279 

275 

- 

299 

300 

- 

329 

325 

- 

399 

350 


379 

375 

- 

399 

900 

- 

929 

925 

- 

999 

9So 

- 

979 

975 

- 

899 


&00 OR MORE 


0 bedrooms 

1*067 
1.059 
1*059 
1.052 
1.050 
1 .0*48 
1.0*47 
1.0*46 
1 .0*45 
1.0*45 
1.0*4 9 
1.0*49 
1.0*49 
1.093 
1 .0*43 
1.0*43 
1.093 
1*092 
1.092 


1 BEDROOM 

1.079 
1 .067 
1.061 
1.0S7 
1 .Cb*4 
1 .OS? 

1.050 
I .099 
1 .098 
1.097 
1.097 
1.096 
1.096 
1.098 
1.095 
1.09*4 
1 .09*4 
1.09*4 
1.09*4 

FOR CONTRACT 


2 bedrooms 

1 .096 
1.081 
1.071 
1.005 
1.061 
1.058 
1 .056 
1.059 
1 .053 
1*051 
1 .050 
1 .050 
1.099 
1.098 
1.098 
1.097 
1.097 
1.096 
1.096 

Rent 


3 BEDROOMS 


1.116 
1.099 
1.062 
1.079 
1.069 
1.065 
1.062 
1.059 
1.057 
1.056 
1.059 
1.053 
1.052 
1.05 1 
1.050 
1.050 
1.099 
1.099 
1.098 


9+BEDR00MS 

1.133 
1.106 
1.091 
1.081 
1.075 
1.070 
1.066 
1.063 
1.06 1 
1.059 
1 .058 
1 .056 
1.055 
1.059 
1.053 
1 .052 
1.051 
1.05 1 
1.050 

IS 1.039 


annual adjustment factor 


(Excluding 


UTILITIES) 
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RULES AND REGULATIONS 


schedule c automatic annual ^adjustment FacTOK FOR updating section b 
CONTRACT rents for NE* CONST-RUcT I ON and SUBSTANTIAL rehabilitation. 
(Including the housing finance & development agencies program) 
smsaJ Cleveland, oh 


monthly 

gross Rent o bedrooms 


BEDROOM 2 BEDROOMS 3 BEDROOMS •♦♦BEDROOMS 


UNDER S 7 S 
75 * 99 

100 * 

125 - l 1 * 9 
lSp - 17S 
175 - 1" 
200 - 2 2 * 1 
225 - 2^9 

250 * 27M 
275 - 2 9< ? 
300 * 3 2 * 1 
325 - 3 *4 9 
3So - 3 7< < 
375 - 3" 
ROo * a2a 
*♦25 - aa? 
RSo * a7a 
*♦75 - a9? 
S00 OR MORE 


1 .055 
1.053 
1.051 
1.050 
1.050 
1.0*9 
1 .0a9 
1.0a9 
1. 0 a 8 
1.0*»8 
1.0a8 
l .0a8 
1 . 0 a 8 
1 . 0 a 8 
1 .OaB 
1 . 0 a 8 
1 .Oa7 
1 .Oa7 
1 .Oa7 


1 • C b 9 
1.055 
1 . C b 3 
1.0b? 

1 .Obi 
1 .Cb l 
1 .ObO 
1 .ObO 

1.0 a 9 
1 .GH9 
1.0*»9 
i .oa9 
1 .oae 
l .oae 
1 .oap 
1 .cae 
1 .oae 
l .cap 
l .cap 


annual adjustment factor for contract 


1.065 
1.060 
1 »0S7 
1 • Qb5 
1 • Ob 3 
1 • 0 b 3 
1 .Ob2 
1 .Ob 1 
1 .Obi 
1 .ObO 
1.060 
1.050 
i .oa 9 
i .oa 9 
i .oa 9 
i .oa 9 
l .oa? 
i .oa 9 
l .oa? 

rent (Excluding 


1.071 

1 .076 

l.ota 

1 .068 

1.060 

1.063 

1 .ObB 

1 .060 

1.096 

1 .ObB 

1.0b5 

1.0b6 

1 .GSa 

1.095 

1 • 0 b 3 

1 .oba 

1 . Ob 2 

1.093 

1.052 

1.093 

1 .Obi 

1.092 

1 .Obi 

1.092 

1 .Obi 

1.09 1 

1 .ObO 

1.091 

1 .ObO 

1.091 

1 .ObO 

1 .091 

1 .ObO 

1.090 

i .oa? 

1.090 

l .oa? 

1 .050 

UTILITIES) 

15 1.0 


A 
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49453 


*!5: W £RV L £ c automatic annual adjustment Factom for updating section a 
CONTRACT rents FOR NE» CONSTRUCTION ANo substantial rehabilitation. 
(Including the housing finance 6 development agencies program) 
smsa: oftroit, mi 


monthly 


GROSS 

Rent o 

BEDROOMS 

1 bedroom 

UN|)ER 

*75 

1.091 

1.111 

75 

• 

99 

1.078 

1.09? 

100 

m 

) 2 9 

1.071 

1.082 

125 

m 

1 H9 

1 .066 

1.07s 

15p 

m 

1 7 9 

1.063 

1.070 

175 

m 

1 9 9 

1.061 

1.067 

200 

m 

229 

1.059 

1.069 

225 

m 

299 

1.057 

1.062 

2S 0 

m 

279 

1.056 

1.061 

275 

m 

2 99 

1.055 

1 . CS9 

30o 

m 

329 

1 .059 

1 .058 

325 

m 

399 

1.059 

1.057 

3So 

m 

379 

1.053 

1.057 

375 

m 

399 

1.053 

1.056 

90o 

m 

929 

1.052 

1.055 

925 

m 

999 

1.052 

1.055 

9S 0 

m 

979 

1.051 

1.059 

97s 

m 

999 

1.051 

1.059 

bOO OR 

MORE 

1.051 

1.053 


annual adjustment factor for CONTRACT 


2 BEDROOMS 

3 BEDROOMS 

9-t-BEDROOMS 

1.192 

1.172 

1.199 

1.119 

1.136 

1 . 1S5 

1.099 

1.116 

1.131 

- 1.069 

1.103 

1.115 

1.062 

1.099 

1.105 

1.077 

1 .088 

1 .097 

1.079 

1.063 

1 .091 

1.07 1 

1.079 

1 .066 

1.068 

1.076 

1 .082 

1.066 

1.073 

1.079 

1 .069 

1.071 

1 .076 

1.063 

1.069 

1.079 

1.062 

1 .067 

1.072 

1 .061 

1.066 

1.070 

1.060 

1 .069 

1 .069 

1.059 

1.063 

1 .067 

1 .056 

1.062 

1 .066 

1.056 

1.062 

1.065 

1 .057 

1.061 

1 .069 


RfNT (EXCLUDING UTILITIES) IS 1.095 
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RULES AND REGULATIONS 


SCHEDULE c AUTOMATIC ANNUAL ADJUSTMENT FaCTOK for UPDATING SECTION 8 
CONTRACT RENTS FOR NE* CONSTRUCTION and SUBSTANTIAL rehabilitation. 
(Including the housing finance 6 development agencies program) 
SMSa: HONOLULU. HI 


MONTHLY 

gross Rent 

0 bedrooms 

1 BEDROOM 2 

BEDROOMS 

3 BEDROOMS 

4+8EDR00MS 

UNdER 

S 7 5 

1 *065 

1.075 

1.089 

1 . 10*4 

1.117 

7S 

• 

99 

1.059 

1 .066 

1.076 

1.087 

1.096 

100 

• 

12*4 

1.056 

1.061 

1.069 

1.077 

1.08*4 

12S 

. 

1 *4 9 

1.053 

1.058 

1 .06*4 

1 .071 

1.077 

150 

. 

1 7 *4 

1.052 

1 .CSS 

1.061 

l .067 

1 .072 

175 

. 

1 99 

1.051 

1.0&4 

l .059 

1.06*4 

1.068 

200 

• 

22*1 

1.050 

l .053 

1.057 

1 .061 

1 .065 

225 

. 

2*49 

1.049 

1.052 

1.056 

1 .059 

1 .063 

250 

- 

2 7 H 

1.0*49 

1 .051 

1.05*4 

1.058 

1.061 

275 

m 

299 

1.0*48 

1.050 

1.053 

1.057 

1.059 

300 

- 

32*1 

1.0*48 

1.050 

1.053 

1.056 

1.058 

325 

m 

3 ** 9 

1.0*48 

1.0*49 

1.052 

1.055 

1.057 

3So 

m 

37*4 

1.0*47 

1.0*49 

1 .051 

1.05*4 

1.056 

375 

m 

399 

1.0*47 

1 .CHS 

1.051 

1.053 

1.055 

*100 

m 

42*4 

1 .047 

1.0*48 

1 .050 

1.053 

1.055 

*125 

m 

4*49 

1.047 

1.0*48 

1.050 

1.052 

1 * 05 *4 

*45o 

m 

474 

1.0*46 

1.0*48 

1.050 

1 .052 

1.053 

*4 7 S 

m 

499 

1 .0*46 

1 .0*47 

1.0*49 

1.051 

1.053 

Soo OR 

MORE 

1.046 

1.0*47 

1 .0*49 

1.051 

1 .052 


annual adjustment factor for contract rent (excluding utilities) is i»o*43 
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schedule c automatic annual adjustment factok for updating section a 
CONTRACT rents for NE* CONSTRUCTION and substantial rehabilitation. 
(Including the housing finance 6 development agencies program) 
smsa: Houston, tx 


monthly 


GROSS 

Rent 

UNoER 

*75 

75 

- 

99 

100 

- 

129 

125 

- 

199 

150 

- 

179 

175 

m 

1 9 9 

200 

- 

229 

225 

- 

299 

250 

- 

2 79 

275 

- 

2 99 

30o 

- 

329 

325 

• 

399 

350 

- 

379 

375 

- 

399 

900 

- 

929 

925 

- 

999 

9S0 

- 

979 

975 

- 

999 


BOO OR MORE 


0 BEDROOMS 

1*108 
1 . 1C 1 
1.097 
1.099 
1.093 
1.091 
1.090 
1.090 
1.009 
1.008 
1 . 0 P 8 
1.008 
1.007 
1.007 

1.007 
1.066 
1.006 
1.006 
1.006 


1 0EDROUM 

1.119 
1.109 
1.103 
1.099 
1 .097 
1 .095 
1.093 
1.092 
1 .091 
1.091 
1.090 
1.089 
1.089 
1.089 
1 .080 
1.088 
1.080 
1.087 
1 .087 


2 bEoROOMS 

1.136 
1.121 
1.112 
1.107 
1.103 
1.101 
1.098 
1.097 
1.095 
1.099 
1.093 
1.093 
1.092 
1.091 
1.091 
1.090 
1 .090 
1.090 
1.089 


3 BEDROOMS 

1 . 1 S3 
1.133 
1.122 
1.115 
1.110 
1.106 
1.109 
1.101 
1.100 
1.098 
1 .097 
1.098 
1.095 
1.099 
1.093 
1.093 
1 .092 
1.092 
1.091 


9+BEDROOMS 


1.168 
1.199 
1.130 
1.122 
1.116 
1 . 11 ! 
1.108 
1.105 
1.103 
1.101 
1.100 
1.099 
1*098 
1.097 
1.096 
1 .095 
1 .099 
1.099 
1.093 


annual adjustment factor for contract Rent (Excluding utilities) is i.oa3 
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RULES AND REGULATIONS 


SCHEDULE C AUTOMATIC ANNUAL ADJUSTMENT FacTOk for updating section 8 
CONTRACT rents FOR NErt CONSTRUCTION and substantial rehabilitation. 

( including the housing finance & development agencies program) 
smsa: Kansas city, mo-ks 


MONTHLY 

gross rent o 

bedrooms 

1 BEDROOM 2 

bedrooms 

3 BEDROOMS 

9+BEDR00MS 

under 

*75 

1.059 

1.098 

1.053 

1.059 

1.069 

75 - 

99 

1.092 

1.095 

1.098 

1 • 052 

1.056 

100 - 

1 29 

1.091 

1.093 

1.096 

1.099 

1.051 

125 - 

1 99 

1.090 

1.092 

1 .099 

1.097 

1 .099 

iso - 

1 7 9 

l .039 

1.091 

1.093 

1.095 

1.097 

175 - 

) 99 

1 .039 

1.090 

1 .092 

1.099 

1.095 

200 - 

229 

1.039 

l .090 

1.091 

1 .093 

1.099 

225 - 

299 

1.038 

1.039 

1.091 

1.092 

1.093 

2 5 Ci - 

279 

1.030 

1.039 

1.090 

1.092 

1 .093 

275 - 

299 

1.038 

1 .039 

1.090 

1.091 

1.092 

300 - 

32 9 

1.038 

1.039 

1 .090 

1.091 

1 .092 

325 - 

399 

1.038 

1.038 

1.039 

1 .090 

1 .09 1 

35 0 - 

379 

1.038 

1.038 

1 .039 

1.090 

1.091 

376 - 

399 

1.038 

1 .038 

1 .039 

1.090 

1.091 

900 " 

529 

1.038 

1.038 

1.039 

1.090 

1.090 

925 - 

5 9 9 

1.037 

1.03a 

1.039 

1.039 

1.090 

950 " 

579 

1.037 

1.038 

1.039 

1.039 

1.090 

975 - 

599 

1.037 

1.038 

1.038 

l .039 

1 .090 

500 OR 

WORE 

1.037 

1.038 

1 .038 

1.039 

1 .090 


annual ADJUSTMENT FACTOR FOR CONTRACT ReNT (EXCLUDING UTILITIES) IS 1.036 


4 
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49457 


SCHEDULt C AUTOMATIC ANNUAL ADJUSTMENT FACTOR FOR UPDATING SECTION 8 
CONTRACT RENTS FOR NE* CONSTRUCTION ANo SUBSTANTIAL REHABILITATION. 
(Including the housing finance development agencies program) 
smsa: Milwaukee, ai 


monthly 
gross rent 

under S7S 
7s - 99 

100 - l2*4 

125 - 1H9 
ISO - 17 *4 
175 - 19 9 
200 - 22*4 

2 25 - 2*19 
25o - 2 7*) 
275 - 299 
300 - 32*) 
325 - 3 *) 9 

3 S 0 - 37*) 
375 - 399 
*)00 - *) 2 *) 
*12 5 - *)*)9 
*) 5 o “ *)7*) 
*)7g - *4 9 9 

500 OR mORE 

annual 


0 BEDROOMS 

1.092 
1.085 
1.081 
1.079 
1.077 
1.076 
1.075 
1.07*) 
1.07*4 
1.073 
1.073 
1.073 
1.072 
1.072 
1.072 
1.072 
1.071 
1.071 
1.071 


1 BEDROOM 

1 . 102 
1.092 
1 . C a 7 
1.06*) 
1 .081 
1 .079 
1 .078 
1.077 
1.078 
1.078 
1.075 
1.07*) 
1.07*) 
1.07*4 
1.073 
1 .073 
1.073 
1 .073 
1 .077 


2 BEDROOMS 

1.118 
1 . 10*4 
1.098 
1.091 
1.0«7 
1.065 
1.063 
1 .061 
1.080 
1.079 
1.078 
1.077 
1.077 
1.076 
1.076 
1.075 
1.075 
1.075 
1 .07*4 


3 BEDROOMS 

1 . 13*4 
1.115 
1 . 1U5 
1 .098 
1 .093 
1.090 
1*088 
1.065 
1.08*4 
1.082 
1.081 
1.080 
1.080 
1.079 
1.078 
1.078 
1.077 
1.077 
1 .076 


‘♦♦BEDROOMS 

1 . 1*48 
1.125 
1*112 
1 . 10*4 
1.099 
1.095 
1.092 
1.089 
1.087 
1.086 
1.08*4 
1 .083 
1.082 
1.08) 
1 .080 
1.080 
1 .079 
1 .078 
1 .078 


ADJUSTMENT FACTOR FOR CONTRACT RENT (EXCLUDING UTILITIES) IS 1.068 
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RULES AND REGULATIONS 


SCHEDULE C AUTOMATIC annual ADJUSTMENT FaCTOK for updating section e 
CONTRACT RENTS FOR NEa CONSTRUCTION and SUbSTAnT ial rehabilitation, 
(Including the housing finance 6 oeVelopmenT agencies program) 
smsa: minneapolis-st paul. mn 


monthly 


GROSS 

• 

Rent 

UNDER 

s 75 

75 

- 

99 

1U0 

- 

12*4 

125 

- 

1 *49 

1 5p 

- 

17*4 

175 


1 99 

2 0 p 

- 

? 2 *4 

225 

- 

2*49 

25p 

- 

27*4 

275 

- 

2 99 

30n 


32*4 

325 

- 

3*49 

35p 

- 

37*4 

375 

- 

399 

*400 

- 

*42*4 

*425 

- 

*4 *49 

*450 

mm 

*4 7 *4 

*475 

- 

*499 


boo OR mOKE 


0 BEDROOMS 

1.060 
1,056 
1 .053 
1.052 
1 .051 
1.050 
1.050 
1 .0*49 
1 • 0 *4 9 
1 « 0 *4 9 
1 .0*48 
1.0*48 
1 .0*48 
1.0*48 
1 .0*48 
I .0*48 
1 .0**8 
1.0*47 
1 .0*47 


I BEDROOM 

1 .065 
1 .060 
1 .0»7 
1 .055 
1 • Ob 3 
1 .OS? 
1 .Obi 
1 .CS| 
1 .050 
1 .050 
1.050 
1 .0*49 
1 .0*49 
1 .C*19 
1 .0*49 
1.0*48 
1.0*48 
1.0*4fl 
1 .0*48 


2 BEDROOMS 

1.075 
1.066 
1.062 
1.059 
1.057 
1 .055 
1.03*4 
1.053 
) .053 
1 .052 
1.051 
l »Os 1 

1.051 
1 .050 

1.050 

1.050 
1 .050 
1 .0*49 
1 .0*49 


3 BEDROOMS 

1 .08*4 
1.073 
1.067 
1.063 
1.060 
1.058 
1 .057 
1.056 
1 .055 
1.05*4 
1.053 
1 .053 
1.052 
1.052 
1.05 1 
1.051 
1.051 
1 *051 
1.050 


*4 + bEDR00MS 

1.092 
1.079 
1.072 
1.067 
1.06*4 
1.061 
1.059 
1.058 
1.057 
1.056 
1 .055 
1.05*4 
1.05*4 
1.053 
1.053 
1.052 
1.052 
1.052 
1.051 


Annual ADJUSTMENT FACTOR FOR CONTRACT Rent <EACLU0ING UTILITIES) IS 1.0*46 
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SCNtUULf C AUTOMATIC ANNUAL ADJUSTMENT FacTOK fOK UPDATING SECTION 8 
COnTMAcT KENTS FUR N E A CONSTRUCTION ANo SUBSTANTIAL REHABILITATION. 
(Including the housing finance & development agencies program) 
SmSa! Ne •• YORK city, ny-nj 


monthly 


GROSS 

Rent 

0 BEDROOMS 

1 8EDR00H 2 

bEoroohs 

3 BEDROOMS 

9+8EDROOMS 

UNqEh 

* 7 S 

1.072 

1.073 

1.079 

1.076 

1.077 

7 5 

• 

99 

1.07 1 

1.072 

1.073 

1 .Ci7R 

1.075 

100 

• 

1 2 R 

1.071 

1.071 

1.072 

1.073 

1.079 

125 

• 

I R9 

1.070 

1 .07 1 

1.072 

1.072 

1.073 

15o 


1 7 R 

1.070 

1.07) 

1.071 

1.072 

1.072 

17 S 

• 

1 9 9 

1.070 

1.070 

1.071 

1.071 

1.072 

200 

- 

2 2 R 

1.070 

1.070 

I .071 

1.071 

1.072 

22S 

“ 

?R9 

1.070 

1.070 

1.071 

1.071 

1.071 

250 

- 

2 7 R 

1.070 

1.070 

1 .07 1 

1.071 

1.071 

27s 

- 

299 

1.070 

1.070 

1 .070 

1.071 

1 .071 

300 

- 

32R 

1.070 

1 .070 

1 .070 

1.071 

1 .071 

325 

• 

3 R 9 

1.070 

1 .070 

1.070 

1.071 

1.071 

350 

- 

3 7 R 

1 .070 

1.070 

1 .070 

1.070 

1.071 

37S 

- 

399 

1.070 

1.070 

1.070 

1.070 

1.071 

ROo 

- 

9 2 R 

1.070 

1.070 

1.070 

1.070 

1.07 1 

R 2 5 

■ 

9 R 9 

1.070 

1.070 

1.070 

1.070 

1.070 

R5o 

- 

979 

1.070 

1.070 

1.070 

1.070 

1.070 

R 7 S 

- 

999 

1.070 

1.070 

1.070 

1.070 

1 .070 

500 OR 

MORE 

1.070 

1.0 7 0 

1.070 

1.070 

1.070 


annual aujustmEnt factor for contract rfnt (Excluding utilities) is 1.069 


! 
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49460 


RULES AND REGULATIONS 


SCHEDULE C AUTOMATIC ANNUAL ADJUSTMENT FacTON for updating section 8 
CONTRACT rents for ne* CONSTRUCTION and substantial rehabilitation. 
(Including the housing finance & development agencies program) 
Smsa: Philadelphia, pa-nj 


monthly 


GROSS 

Rent o bedrooms 

1 BEDROOM 2 

bedrooms 3 bedrooms r+bedrooms 

UNdER 

*75 

1.047 

1 .U6R 

1.059 

1 • QSR 

1.050 

7s 

- 

99 

1.069 

1.067 

1.063 

1 .060 

1 .057 

100 

- 

1 2 R 

1.070 

1 • u6 8 

1 .066 

1.063 

1 .061 

12S 

- 

1 R9 

1.071 

1.069 

1.067 

1 .065 

1 .063 

iso 

- 

1 7 R 

1.071 

1.070 

1.068 

1.066 

1 .065 

I 7 S 

- 

l 99 

1.072 

1.071 

1 .069 

1.067 

1 .066 

200 

• 

2 2 R 

1.072 

1.07| 

1.070 

1.068 

1.067 

22S 

- 

2 R 9 

1.072 

1.071 

l #070 

1.069 

1.066 

2 S o 

- 

2 7 R 

1.072 

1.072 

1.070 

1.069 

1 .068 

275 

- 

2 99 

1.072 

1.072 

1.071 

1 .070 

1.069 

30o 

• 

3 2 R 

1.073 

1.072 

1.071 

1 .070 

1 .069 

325 

- 

3 R 9 

1.073 

1.072 

1 .071 

1 .070 

1 .069 

35 0 

- 

37M 

1 .073 

1.072 

1.071 

1.071 

1.070 

375 

m 

399 

1.073 

1.072 

1.072 

1.071 

1.070 

ROp 

- 

**2R 

1.073 

1.072 

1.072 

1 .071 

1.070 

HZ 5 

• 

M R 9 

1.073 

1 .072 

1.072 

1.07 1 

1 .071 

R5o 

- 

H 7 R 

1.073 

1 .073 

1.072 

1.071 

1.07 1 

R7S 

- 

M 9 9 

1.073 

1.073 

1 .072 

1 .071 

1 .071 

SQO or 

MORE 

1.073 

1.073 

1.072 

1 .072 

1.071 

ANNUAL 

adjustment 

FACTOR 

FOR CONTRACT 

Rent (excluding 

UTILITIES) 

IS 1.07R 


I 
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RULES AND REGULATIONS 


IW61 


schedule c automatic annual aojustment Facto* for updating section b 
CONTRACT rents for nea construction and substantial rehabilitation. 
(Including the housing finance 6 development agencies program) 
smsa: phoenix, a i 


monthly 


GROSS 

Rent 

UNDER 

$75 

75 

- 

99 

100 

- 

125 

125 

m 

159 

15 0 

- 

175 

175 

m 

1 99 

20o 

m 

225 

225 

- 

259 

2S 0 

m 

2 75 

27S 

- 

2 99 

300 

- 

325 

325 

m 

359 

35o 

- 

375 

375 

- 

399 

500 

- 

525 

525 

- 

559. 

550 

- 

575 

5 7S 

- 

599 


soo or more 


O bEDHOOmS 

I .062 
1.071 
1 * 0 6 5 
1.061 
1.059 
1.057 
I .055 
1 .055 
1.053 
1.053 
1.052 
1.051 
1.05 1 
1.050 
1.050 
1.050 
1.059 
1.0*9 
1.0*19 


1 bedroom 

1.097 
1.08? 
1.07*) 
1 . Cog 
1.065 
1.06? 
1.060 
1.058 
1.057 
1.056 
1.055 
1.055 
1 .055 
1.053 
1.05? 
1.05? 
1.05? 
1.05l 
1 .C5i 


2 BEDROOMS 

1.122 

1.100 
1.088 
1.060 
1.075 
1 .070 
1 • Oo 7 
1.065 
1.063 
1*061 
1.060 
1.059 
1.058 
1.057 
1.056 
1 .056 
1 .055 
1 .055 
1 .055 


3 BEDROOMS 

1.157 
1.118 

1.101 
1.091 
1.085 
1.079 
1.075 
1 .07 1 
1.069 
1.067 
1.065 
1.063 
1 . 06 ? 
1 *06 1 
1.060 
1.059 
1.058 
1.058 
1 .057 


5-f BEDROOMS 

1.169 
1.133 
1*113 

1.101 
1.09? 
1.086 
1.08 1 
1.077 
1 .075 
1.07 1 
1 *069 
1.067 
1.066 
1.065 
1.063 
1 *06? 
1.061 
1.060 
1 *060 


Annual adjustment factor for contract rent (Excluding utilities) is 1.055 
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49-162 


RULES AND REGULATIONS 


SCuEDUlt C AUTOMATIC ANNUAL ADJUSTMENT FacTOk FOR UPDATING SECTION 8 
CONTRACT rents FOR new CONSTRUCTION ANo SUBSTANTIAL rehabilitation. 
(Including the housing finance & development agencies program) 
SmSaI St LOUIS, mo-il 


MONTHLY 


GROSS 

rent 

0 BEDROOMS 

1 BEDROum 2 

bedrooms 

3 BEDROOMS 

9+8EDR00MS 

under 

*75 

1.097 

1 .C53 

1.063 

1.073 

1.082 

7 5 

- 

99 

1.093 

1.097 

1.059 

1.061 

1.068 

100 

- 

1 2 9 

1.090 

1.099 

1.099 

1 .UbS 

1.060 

12S 

- 

1 99 

1.039 

1.09) 

1.096 

1.051 

1.055 

iso 

- 

1 7 9 

1.03® 

1.090 

1.099 

1.098 

1 .051 

17S 

- 

I 9 9 

1.037 

1.039 

1.092 

1.096 

1 .099 

200 

- 

229 

1.036 

1 .038 

1.091 

I .099 

1.097 

22S 

- 

2 *19 

1.036 

1 .C37 

1 .090 

1.093 

1.096 

2&0 

- 

2 7 9 

1.035 

1.037 

1.039 

1.092 

1.099 

27s 

- 

2 99 

1.035 

1.036 

1.039 

1.09 I 

1.093 

300 

- 

32*4 

1.035 

1.036 

1 .036 

1 .090 

1.092 

3 2S 

- 

399 

1 *035 

1 .036 

1.038 

1.039 

1.09 1 

350 

- 

379 

1.039 

1 .035 

1 .037 

1.039 

1.090 

375 

- 

399 

1.039 

1 .035 

1.037 

1.038 

1.090 

9 0 0 

mm 

*429 

1 .039 

1 • C 3 5 

1 .037 

1 .038 

1.039 

9 2 5 

- 

999 

1 • 0 3 *4 

1.035 

1*036 

1.036 

1.039 

H5o 

- 

*479 

1 .G39 

1 . C 3 5 

1.036 

1.037 

1.039 

97s 

- 

*499 

1 .039 

1.035 

1.036 

1 .037 

1.038 

5 0 0 OR 

MORE 

1.039 

1.039 

1.036 

1 • u 3 7 

1.038 


ANNUAL ADJUSTMENT FACTOR FOR CONTRACT RENT (EXCLUDING UTILITIES) IS 1.032 


/ 
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RULES AND REGULATIONS 


49463 


schedule c automatic annual adjustment factor for updating section s 
CONTRACT rents for ne» CONSTRUCTION aNo substantial rehabilitation. 


( including 

The housing 

finance & 

Development 

AGENCIES 1 

PROGRAM) 

smsa : 

LoS ANGELES-LONG beach 

. CA 




monthly 






GROSS 

Rent o 

bedrooms l 

bedroom 

2 bedrooms 

3 BE0R00MS 

9+8EDROOMS 

under 

s7S 

1.058 

1.059 

1 .060 

1.061 

1.062 

7s - 

99 

1 .058 

1.C5B 

1.059 

1*060 

1.060 

100 - 

129 

1.058 

1.C5S 

1.058 

1.059 

1.060 

125 - 

199 

1.057 

1.05S 

1.058 

1.059 

1.059 

iso - 

1 7 M 

1.057 

1.058 

1.056 

1.058 

1.059 

175 - 

199 

1.057 

1 .057 

1.056 

1.058 

1.058 

2 Op - 

?29 

1 .057 

1.057 

1.058 

1.058 

1.058 

225 - 

299 

1.057 

1 .057 

1 .058 

1.056 

1.058 

2Sp - 

279 

1 .057 

1.057 

1.057 

1.056 

1.058 

275 - 

299 

1.057 

1 .057 

1 .057 

1.058 

1.058 

30o ” 

329 

1 .057 

1.057 

1.057 

1.058 

1 .058 

325 - 

399 

1.057 

1 .057 

1 .057 

1 .057 

1.058 

3S0 ~ 

379 

1.057 

1.057 

1.057 

1.057 

1 .058 

375 - 

399 - 

1.057 

1.057 

1 .057 

1.057 

1 .057 

900 - 

H29 

1.057 

1 .057 

1 .057 

1.057 

1.057 

925 - 

599 

1.057 

1 .057 

1 .057 

1.057 

1.057 

9S 0 - 

579 

1.057 

1 .057 

1.057 

1 .057 

1 .057 

975 - 

599 

1.057 

1 .057 

1.057 

1.057 

1 .057 

500 OR 

MORE 

1 .057 

1 .057 

1.057 

1.057 

1.057 

annual 

ADJUSTMENT FACTOR FOR 

CONTRACT 

rent (excluding utilities) is 1.057 
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49464 


RULES AND REGULATIONS 


SCHEDULE c automatic annual adjustment FaCTOK for updating SECTION 8 
CONTRACT rents for ne A CONSTRUCTION and substantial rehabilitation. 


< Including 

the housing 

finance 

o development 

AGENCIES 

PROGRAM ) 

smsa: SaN DIEGO 

. CA 





monthly 






gross Rent o 

BEDROOMS 1 

BEDrOUm 

2 BEDROOMS 3 

BEDROOMS 

^♦BEDROOMS 

under s7S 

1*0X6 

1.072 

1 .063 

1.09*4 

1*103 

75 - 99 

1.061 

1 .066 

1.07*4 

1.081 

1 *088 

100 - l2H 

1.059 

1.06? 

1.068 

1 • 0 7 *4 

1 *079 

12S - 1H 9 

1.057 

1 .060 

1.065 

1.070 

1 • 0 7 *4 

1 SO - 1 7*4 

1.056 

1.069 

1.063 

1.067 

I .070 

175 - 19 9 

1 .055 

1.057 

1*06 1 

1.06*4 

1 *088 

20o - 22*4 

1.055 

1.057 

1 .060 

1.063 

1 *086 

22 S - 2H9 

1.05R 

1.056 

1.059 

1.06 1 

1 • 08 *4 

2So - 2 7*4 

1 • 0 5 M 

1.05S 

1 • G 5 6 

1.060 

.1.083 

27S - 299 

1.053 

1.05s 

1.057 

1.059 

1*08 1 

30o - 3 2 *4 

1.053 

1 • 0 5 *4 

1.057 

1.059 

1 *080 

325 - 3H9 

1.053 

1.05S 

1 .056 

1.058 

1 *080 

3S 0 - 37*4 

1.053 

1.059 

1.056 

1.057 

1 .059 

37s - 399 

1.052 

1.05*4 

1.055 

1.057 

1*058 

**0o “ R 2 R 

1.052 

1.053 

1.055 

1 .057 

1.058 

H2 S - *4H9 

1.052 • 

1.053 

1.055 

1.056 

1*057 

*»5o * **79 

1.052 

1.053 

1.05*4 

1*056 

1*057 

<475 - *499 

I .052 

1.063 

1.05H 

1 .055 

1.057 

Soc OR MORE 

1 .052 

1.053 

1.05*4 

1.055 

1 *058 


annual adjustment factor for contract rent (Excluding utilities) is i.oso 
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RULES AND REGULATIONS 


49465 


SCHEDULE c automatic annual ADJUSTMENT FaCTOK FOR updating SECTION 8 
COnTRAcT RENTS FOR NfA CONSTRUCTION aNd SUBSTANTIAL REHABILITATION. 

(Including the housing finance & development agencies program) 
SMSaI SaN FRANC ISCO-OAKLANO , CA 


MONTHLY 


GROSS 

Rent 

UNoER 

s 7 5 

75 

- 

99 

100 

mm 

1 2 8 

125 

- 

189 

150 

- 

178 

175 

- 

199 

200 

- 

228 

22 5 

- 

?89 

2 5 o 

- 

?78 

2 75 

- 

2 9 9 

30o 


328 

325 

- 

389 

35p 

- 

378 

375 


399 

800 


828 

825 

mt 

8 8 9 

850 

- 

878 

875 

m 

899 


boo OR more 


0 bedrooms 

1.068 
1.0 62 
1.058 
1.056 
1 « 0 S 8 
1.053 
1.052 
1.051 
1.051 
1.050 
1 .050 
1 .089 
1.089 
1.089 
1.089 
1.088 
1.088 
1.088 
1 .088 


1 bedroom 

1 .078 
1.069 
1.063 
1.060 
1.058 
1.056 
1.058 
1.058 
1 .053 
1.05? 
1 .05? 
I .051 
1.051 
1 . 05o 
1.050 
1.050 
1.050 
1.089 
1.089 


2 BEDROOMS 

1.098 
1.080 
1 .072 
1 .067 
1.068 
1 .061 
1.059 
1 .058 
1.057 
1.056 
1.055 
1.058 
1.053 
1.053 
1.052 
1.052 
1.052 
1.051 
1.06 1 


3 BEDROOMS 

1.109 
l .091 

1 .l,81 

1 .078 
1 .070 
1.067 
1.068 
1.062 
1.060 
1.059 
1.058 
1.057 
1 .056 
1.055 
1 .055 
1.058 
1 .058 
1.053 
1.053 


8+BEDR00MS 

1*123 
1.10 1 
1.088 
1.081 
1 .075 
1.071 
1.068 
1 .066 
1.068 
1.062 
1 .061 
1.060 
1 .059 
1.058 
1.057 
1*056 
1.056 
I .055 
1.055 


ANNUAL ADJUSTMENT FACTOR FOR COnTraCT RfNT (EaCLUDING UTILITIES) IS 1.085 
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49466 


RULES AND REGULATIONS 




schedule c automatic annual adjustment factor for updating section b 
CONTRACT KENTS FOR N F Vi CONSTRUCTION and SUBSTANTIAL rehabilitation. 
(Including the housing finance & development agencies program) 
SMSa: SeATTLE-E VERtTT . (A A 


monthly 


GROSS 

Rent 

0 BEDROOMS 

1 BEDROOm 2 

bedrooms 

3 BEDROOMS 

946EDR00MS 

unoER 

S 7 5 

1 . 10*« 

1.103 

1.101 

1.099 

1.097 

/ 5 

- 

99 

1.105 

1.109 

1.103 

1.101 

1.100 

i Go 

- 

129 

1.10 6 

1.105 

1 . Iu9 

1 * 1C3 

* 1.102 

12? 

- 

1 99 

1.106 

1.105 

1.109 

1 • 109 

1.103 

ISO 

- 

179 

1.106 

1.106 

1 . 1 05 

1.109 

1.103 

175 

- 

) 99 

1.106 

1.106 

1 . loS 

1.105 

1.109 

200 

- 

?2 9 

1.106 

1.106 

1 . 105 

1.105 

1.109 

225 

- 

299 

1.107 

1.106 

1*106 

1.105 

1.105 

2Sp 

- 

2 79 

1.107 

1.106 

1 . 1 u 6 

1.105 

1.105 

275 

- 

299 

1 . 1 C 7 

1.106 

1*106 

1.105 

1*105 

3 Ci 0 

- 

329 

1.107 

1.106 

1 . 1 u6 

1.106 

1.105 

325 

- 

399 

1.107 

1.107 

1*10 6 

1.106 

1.105 

35o 

- 

379 

1.107 

1.107 

1 • 1 u6 

1.106 

1.106 

375 

- 

399 

1.107 

1.107 

1*106 

1.106 

1*106 

rod 

- 

929 

1.107 

1.107 

1*106 

1.106 

1.106 

925 

- 

*4 9 9 

1.107 

1.107 

1*106 

1.106 

1.106 

RSp 

- 

979 

1.107 

1.107 

1.106 

1.106 

1.106 

9 7 5 

«i 

999 

1.107 

1.107 

1.106 

1.106 

1.106 

Sec OR 

MORE 

1.107 

1.107 

1.107 

1.10 6 

1.106 


annual adjustment factor for contract Rent (excluding utilities) is i.i o7 
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RULES AND REGULATIONS 


49467 


SCMEDllLt C AUTOMATIC ANNUAL ADJUSTMENT FACTOR pOR UPDATING SECTION 8 
CONTRACT RENTS FDR Nf* CONSTRUCTION AND SUBSTANTIAL REHABILITATION, 

(Including the housing finance 6 development agencies program) 
smsa: aaShington. dc-md-va 


monthly 


GROSS 

rent 

0 BEDRCOmS 

1 BEDROum 2 

bedrooms 

3 BEDROOMS 

9+BEOROOMS 

under 

*75 

1.071 

1.073 

1.077 

1.080 

1.083 

75 


99 

1 ,C70 

1.07 1 

1.079 

1.076 

1 .078 

100 

mm 

129 

1 .069 

1.070 

1.072 

1.079 

1.076 

125 

- 

1 99 

1.069 

1.070 

1.071 

1.073 

1.079 

iso 

- 

179 

1.068 

1.069 

1.070 

1.072 

1.073 

175 

- 

1 99 

1.068 

1.069 

1.070 

t .07 1 

1.072 

20o 

- 

229 

1.068 

1 .068 

1 .069 

1.070 

1.071 

225 

• 

299 

1.068 

1.068 

1.069 

1.070 

1.07 1 

2 5 0 

- 

279 

1.067 

1.060 

1.069 

1.070 

1 .070 

275 

- 

299 

1.067 

i .068 

1.069 

1.069 

1.070 

300 

mm 

329 

1.067 

1.06A 

1.068 

1 .069 

1.070 

325 

- 

399 

1.067 

1.068 

1.068 

1.069 

1.069 

3Sn 

- 

379 

1*067 

1 . G o 8 

1.068 

1.069 

1.069 

375 


399 

1.067 

1.067 

1.063 

1.069 

1.069 

90n 

- 

*♦2 9 

1.067 

1.067 

1.068 

1.068 

1.069 

925 

- 

499 

1.067 

1.067 

1.068 

1.068 

1.069 

950 

- 

<♦79 

1.067 

1.067 

1.068 

1 .068 

1.069 

975 

- 

*♦99 

1*067 

1.067 

1.068 

1.068 

1.068 

SQO OR 

MORE 

1.067 

1.067 

1.068 

1.068 

1.068 


annual adjustment factor for contract rent (Excluding utilities) is 1.066 


|FR Doc.76-32557 Piled 11-6-76:8:45 am) 
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INTER-AMERICAN FOUNDATION 


INTER-AMERICAN FOUNDATION 
PRIVACY ACT OF 1974 
Systems of Records 

Pursuant to 5 U.S.C. 552a(c)(4), the Inter-American Foundation 
hereby publishes the systems of records as currently maintained by 
the Foundation. The systems were originally published on August 
19, 1975. 

The Inter-American Foundation is publishing an additional rou¬ 
tine use for the system designated "General Financial 
Records—5." This will go into effect December 8, 1976, unless 
otherwise noted in the Federal Register. 

Hugh B. Key. 

Acting President . 

IAF-1 

System name: Conflict of Interest Files—IAF. 

System location: Inter-American Foundation, 1515 Wilson Blvd., 
Rosslyn, Va. 22209. 

Categories of individuals covered by the system: Fmployees of 
Foundation at GS 13 level and above. 

Categories of records in the system: Title; Date of Appointment; 
Employment and financial interests, position in organization, nature 
of financial interest; names and addresses of creditors, character of 
indebtedness; interests in real property, nature of interest, type of 
property and address; name, address, and nature of subject matter 
of other persons supplying information. 

Authority for maintenance of the system: 44 USC 3101. 

Routine uses of records maintained in the system, including catego¬ 
ries of users and the purposes of such uses: Information is used "in 
house". 

(a) In the event that a system of records maintained by this agen¬ 
cy to carry out its functions indicates a violation or potential viola¬ 
tion of law-, whether civil, criminal or regulatory in nature, and 
whether arising by general statute or particular program statute, or 
by regulation, rule or order issued pursuant thereto, the relevant 
records in the system of records may be referred, as a routine use, 
to the appropriate agency, whether federal, state, local or foreign, 
charged with the responsibility of investigating or prosecuting such 
violation or charged with enforcing or implementing the statute, or 
rule, regulation or order issued pursuant thereto. 

(b) A record from this system of records may be disclosed as a 

"routine use" to a federal, state or local agency maintaining civil, 
criminal or other relevant enforcement information or other per¬ 
tinent information, such as current licenses, if necessary to obtain 
information relevant to an agency decision concerning the hiring or 
retention of an employee, the issuance of a security clearance, the 
letting of a contract, or the issuance of a license, grant or other 
benefit. - 

(c) A record from this system of records may be disclosed to a 
federal agency, in response to its request, in connection with the 
hiring or retention of an employee, the issuance of a security 
clearance, the reporting of an investigation of an employee, the 
letting of a contract, or the issuance of a license, grant, or other 
benefit by the requesting agency, to the extent that the information 
is relevant and necessary to the requesting agency’s decision on the 
matter. 

Storage: Paper Files. 

Retrievability: Manual. Identifier—Name. 

Safeguards: Filed in locked, steel cabinets; records available to 
authorized persons only. 

Retention and disposal: Destroyed after two years of inactivity 
(Being negotiated). 

System manager(s) and address: General Counsel, Inter-American 
Foundation, 1515 Wilson Blvd., Rosslyn, Va. 22209. 

Notification procedure: Contact individual listed above, or 
Director, Administration and Finance, Inter-American Foundation. 
1515 Wilson Blvd., Rosslyn. Va. 22209. 

Record access procedures: IAF access procedures arc contained in 
Rules Safeguarding Personal Information in IAF Record. 

Contesting record procedures: Contesting Record Procedures are 
contained in Rules Safeguarding Personal Information in IAF 
Records. 


Record source categories: Individual himself and people named by 
individual to supply information. 

IAF—2 

System name: Foundation Fellowship Program Files—IAF. 

System location: Inter-American Foundation, 1515 Wilson Blvd., 
Rosslyn, Virginia 22209. 

Categories of individuals covered by the system: Candidates for 
Fellowship Program who have submitted applications and Fellows 
chosen for the program. 

Categories of records in the system: General personnel information 
including home and work phone numbers, citizenship, date and 
place of birth, age. name and citizenship of spouse, social security 
number, number and ages of children, educational history, employ¬ 
ment history, travel experience, health status, language capability, 
honors and publications, personal resume, letters of recommenda¬ 
tion, grade transcripts, comments by Screening Committee, 
research prospectus. 

Authority for maintenance of the system: 44 USC 3101. 

Routine uses of records maintained in the system, including catego¬ 
ries of users and the purposes of such uses: Information is used "in 
house" for personnel evaluation and management. 

(a) In the event that a system of records maintained by this agency 
to carry out its functions indicates a violation or potential violation 
of law, whether civil, criminal or regulatory in nature, and whether 
arising by general statute or particular program statute, or by regu¬ 
lation, rule or order issued pursuant thereto, the relevant records in 
the system of records may be referred, as a routine use, to the ap 
propriatc agency, whether federal, state, local or foreign, charged 
with the responsibility of investigating or prosecuting such violation 
or charged with enforcing or implementing the statute, or rule, 
regulation or order issued pursuant thereto. 

(b) A record from this system of records may be disclosed as a 
"routine use" to a federal, state or local agency maintaining civil, 
criminal or other relevant enforcement information or other per¬ 
tinent information, such as current licenses, if necessary to obtain 
information relevant to an agency decision concerning the hiring or 
retention of an employee, the issuance of a security clearance, the 
letting of a contract, or the issuance of a license, grant or other 
benefit. 

(c) A record from this system of records may be disclosed to a 
federal agency, in response to its request, in connection with the 
hiring or retention of an employee, the issuance of a security 
clearance, the reporting of an investigation of an employee, the 
letting of a contract, or the issuance of a license, grant, or other 
benefit by the requesting agency, to the extent that the information 
is relevant and necessary to the requesting agency’s decision on the 
matter. 

Storage: Paper Files. 

Retrievability: Manual. Identifier—Name. 

Safeguards: Filed in locked, steel cabinets; records available to 
authorized persons only. 

Retention and disposal: Disposed after three years of inactivity. 
(Being negotiated). 

System manager(s) and address: Fellowship Coordinator, Inter- 
American Foundation. 1515 Wilson Blvd., Rosslyn, Va. 22209. 

Notification procedure: Contact individual listed above, or 
Director, Administration and Finance, Inter-American Foundation. 
1515 Wilson Blvd., Rosslyn, Va. 22209. 

Record access procedures: IAF access procedures arc contained in 
Rules Safeguarding Personal Information in IAF Records. 

Contesting record procedures: Contesting Record Procedures are 
also contained in Rules Safeguarding Personal Information. 

Record source categories: Individual himself, educational institu¬ 
tions attended; medical doctors named by individual; letters of 
recommendation by people identified by individual. 

IAF—3 

System name: Informal Personnel Files—IAF. 

System location: Inter-American Foundation, 1515 Wilson Blvd., 
Rosslyn, Va. 22209. 

Categories of individuals covered by the system: Applicants for 
Employment and Employees. 

Categories of records in the system: General personnel information 
including position descriptions, training records, request for notifi¬ 
cation of personnel action, performance appraisals, time and at 
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tendance records, security clearances, employment history, home 
address, titles, service comp dates, date of birth, grade and salary, 
age. social security number, home telephone number, resume, let¬ 
ters of recommendation, security investigation data for non-sensi- 
tive/non-critical positions, personal qualifications statement, recom¬ 
mendation for performance recognition, employment staffing re¬ 
port, payroll change slip, notice of injury or occupational disease. 

Authority for maintenance of the system: 44 USC 3101. 

Routine uses of records maintained in the system, including catego¬ 
ries of users and the purposes of such uses: Information is used “in 
house” (non-routine uses) for personnel evaluation and manage¬ 
ment. 

(a) In the event that a system of records maintained by this agen¬ 
cy to carry out its functions indicates a violation or potential viola¬ 
tion of law, whether civil, criminal or regulatory in nature, and 
whether arising by general statute or particular program statute, or 
by regulation, rule or order issued pursuant thereto, the relevant 
records in the system of records may be referred, as a routine use, 
to the appropriate agency, whether federal, state, local or foreign, 
charged with the responsibility of investigating or prosecuting such 
violation or charged with enforcing or implementing the statute, or 
rule, regulation or order issued pursuant thereto. 

(b) A record from this system of records may be disclosed as a 
“routine use” to a federal, slate or local agency maintaining civil, 
criminal or other relevant enforcement information or other per¬ 
tinent information, such as current licenses, if necessary to obtain 
information relevant to an agency decision concerning the hiring or 
retention of an employee, the issuance of a security clearance, the 
letting of a contract, or the issuance of a license, grant or other 
benefit. 

(c) A record from this system of records may be disclosed to a 
federal agency, in response to its request, in connection with the 
hiring or retention of an employee, the issuance of a security 
clearance, the reporting of an investigation of an employee, the 
letting of a contract, or the issuance of a license, grant, or other 
benefit by the requesting agency, to the extent that the information 
is relevant and necessary to the requesting agency's decision on the 
matter. 

Storage: Paper Files. 

Rctrievability: Manual. Identifier—Name. 

Safeguards: Filed in locked, steel cabinets; records available to 
authorized persons only. 

Retention and disposal: Destroyed after three years of inactivity 
(Being negotiated). 

System manager(s) and address: Personnel Officer, Inter-Amer¬ 
ican Foundation, 1515 Wilson Blvd., Rosslyn, Va. 22209. 

Notification procedure: Contact individual listed above, or 
Director, Administration and Finance, Inter-American Foundation, 
1515 Wilson Blvd.. Rosslyn. Va 22209. 

Record access procedures: IAF access procedures arc contained in 
Rules Safeguarding Personal Information in IAF records. 

Contesting record procedures: Contesting Record Procedures are 
also contained in Rules Safeguarding Personal Information. 

Record source categories: Individual himself: educational institu¬ 
tions; previous employers; letters of recommendations named by 
individual himself. 

IAF—4 

System name: Travel Records—IAF. 

System location: Inter-American Foundation. 1515 W'ilson Blvd., 
Rosslyn, Virginia 22209. 

Categories of individuals covered by the system: IAF employees 
who travel and invitational persons. 

Categories of records in the system: Passports, Travel Vouchers, 
Official Travel Authorizations, Home address, home telephone 
number, date and place of birth, marital status, citizenship, social 
security number, spouse's name, number of children, immuniza¬ 
tions records, travel advances. 

Authority for maintenance of the system: 44 USC 3101. 

Routine uses of records maintained in the system, including catego¬ 
ries of users and the purposes of such uses: Information is used “in 
house" for management of travel. 

(a) In the event that a system of records maintained by this agen¬ 
cy to carry out its functions indicates a violation or potential viola¬ 
tion of law, whether civil, criminal or regulatory in nature, and 
whether arising by general statute or particular program statute, or 


by regulation, rule or order issued pursuant thereto, the relevant 
records in the system of records may be referred, as a routine use. 
to the appropriate agency, whether federal, state, local or foreign, 
charged with the responsibility of investigating or prosecuting such 
violation or charged with enforcing or implementing the statute, or 
rule, regulation or order issued pursuant thereto. 

(b) A record from this system of records may be disclosed as a 
“routine use" to a federal, state or local agency maintaining civil, 
criminal or other relevant enforcement information or other per¬ 
tinent information, such as current licenses, if necessary to obtain 
information relevant to an agency decision concerning the hiring or 
retention of an employee, the issuance of a security clearance, the 
letting of a contract, or the issuance of a license, grant or other 
benefit. 

(c) A record from this system of records may be disclosed to a 
federal agency, in response to its request, in connection with the 
hiring or retention of an employee, the issuance of a security 
clearance, the reporting of an investigation of an employee, the 
letting of a contract, or the issuance of a license, grant, or other 
benefit by the requesting agency, to the extent that the information 
is relevant and necessary to the requesting agency's decision on the 
matter. 

Storage: Paper Files. 

Retrievability: Manual. Identifier—Name. 

Safeguards: Filed in locked file drawer at desk; records available 
to authorized persons only. 

Retention and disposal: Destroyed after three years of inactivity 
(Being negotiated). 

System manager(s) and address: Administrative Assistant, Travel 
Division, Administration and Finance, Inter-American Foundation, 
1515‘Wilson Blvd., Rosslyn. Va. 22209. 

Notification procedure: Contact individual listed above, or 
Director. Administration and Finance, Inter-American Foundation, 
1515 Wilson Blvd.. Rosslyn, Va. 22209. 

Record access procedures: IAF access procedures are contained in 
Rules Safeguarding Personal Information in IAF Records. 

Contesting record procedures: Contesting Record Procedures are 
contained in Rules Safeguarding Personal Information in IAF 
Records. 

Record source categories: Individual himself. 

IAF—5 

System name: Inter-American Foundation—General Financial 
Records. 

System location: General Services Administration, Region 3 Of¬ 
fice; copies held by Inter-American Foundation. (GSA holds 
records for the Foundation under contract.) 

Categories of records in the system: Varied payroll records, in¬ 
cluding, among other documents, lime and attendance cards; pay¬ 
ment vouchers; comprehensive listing of employees; health benefits 
records, requests for deductions; tax forms, W-2 forms, overtime 
requests, leave data; retirement records. Records are used by the 
Foundation and GSA employees to maintain adequate payroll infor¬ 
mation for the Foundation employees, and otherwise by Founda¬ 
tion and GSA employees who have a need for the record in the 
performance of their duties. 

Authority for maintenance of the system: 31 U.S.C., generally. 
Also. 91-175. 

Routine uses of records maintained in the system, including catego¬ 
ries of users and the purposes of such uses: See Appendix. Records 
also are disclosed to GAO for audits; to the Internal Revenue Ser¬ 
vice for investigation; and to private attorneys, pursuant to a power 
of attorney. 

A copy of an employee's Department of the Treasury Form W-2, 
Wage and Tax Statement, also is disclosed to the State, city, or 
other local jurisdiction which is authorized to tax the employee's 
compensation. The record will be provided in accordance with a 
withholding agreement between the State, city, or other local ju 
risdiction and the Department of the Treasury pursuant to 5 U S C. 
5516, 5517, or 5520, or, in the absence thereof, in response to a 
written request from an appropriate official of the taxing jurisdic¬ 
tion to the Executive Officer, Inter-American Foundation, 1515 
Wilson Blvd., Rosslyn, Va. 22209. The request must include a copy 
of the applicable statute or ordinance authorizing the taxation of 
compensation and should indicate whether the authority of the ju¬ 
risdiction to tax the employee is based on place of residence, place 
of employment, or both. 
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Pursuant to a withholding agreement between a city and the De¬ 
partment of the Treasury (5 U.S.C. 5520), copies of executed city 
lax withholding certificates shall be furnished the city in response 
to written request from an appropriate city official to the Executive 
Officer. 

In the absence of a withholding agreement, the Social Security 
Number will be furnished only to a taxing jurisdiction which has 
furnished this agency with evidence of its independent authority to 
compel disclosure of the Social Security Number, in accordance 
with Section 7 of the Privacy Act. Public Law 93-579. 

Policies and practices for storing, retrieving, accessing, retaining, 
and disposing of records in the s>stem: 

Storage: Paper and microfilm. 

Retrievability: Social Security Number. 

Safeguards: Stored in guarded building; released only to 
authorized personnel. 

Retention and disposal: Disposition of records shall be in ac¬ 
cordance with the HB GSA Records Maintenance and Disposition 
System (OAD P 1820.2). 

System managcr(s) and address: Accountant. Administration and 
Finance, Inter-American Foundation. 1515 Wilson Blvd. Rosslyn, 
VA. 22209. 

Notification procedure: Refer to IAF access regulations contained 
in 22 CFR 1003. 

Record access procedures: Refer to IAF access regulations con¬ 
tained in 22 CFR 1003. 

Contesting record procedures: Refer to IAF access regulations 
contained in 22 CFR 1003. 

Record source categories: The subject individual: the Inter-Amer¬ 
ican Foundation. 

APPENDIX —INTER-AMERICAN FOUNDATION 

In the event that a system of records maintained by this agency 
to carry out its functions indicates a violation or potential violation 
of law, whether civil, criminal or regulatory in nature, and whether 
arising by general statute or particular program statute, or by regu¬ 
lation. rule or order issued pursuant thereto, the relevant records in 
the system of records may be referred, as a routine use, to the ap¬ 
propriate agency, whether federal, state, local or foreign, charged 
with the responsibility of investigation or prosecuting such violation 


FOUNDATION 

v. 

or charged with enforcing or implementing the statute, or rule, 
regulation or order issued pursuant thereto. 

A record from this system of records may be disclosed as a 
“routine use*' to a federal, state or local agency maintaining civil, 
criminal or other relevant enforcement information or other per¬ 
tinent information, such as current licenses, if necessary to obtain 
information relevant to an agency decision concerning the hiring or 
retention of an employee, the issuance of a security clearance, the 
letting of a contract or the issuance of a license, grant or other 
benefit. 

A record from this system of records may be disclosed to a 
federal agency, in response to its request, in connection with the 
hiring or retention of an employee, the issuance of a security 
clearance, the reporting of an investigation of an employee, the 
letting of a contract or the issuance of a license, grant or other 
benefit by the requesting agency, to the extent that the information 
is relevant and necessary to the requesting agency’s decision in the 
matter. 

A record from this system of records may be disclosed to an 
authorized appeal grievance examiner, formal complaints examiner, 
equal employment opportunity investigator, arbitrator or other duly 
authorized official engaged in investigation or settlement of a 
grievance, complaint, or appeal filed by an employee. A record 
from this system of records may be disclosed to the United States 
Civil Service Commission in accordance with the agency's respon 
sibility for evaluation and oversight of federal personnel manage¬ 
ment. 

A record from this system of records may be disclosed to of 
ficers and employees of a federal agency for purposes of audit. 

The information contained in this system of records will be dis¬ 
closed to the Office of Management and Budget in connection with 
the review of private relief legislation as set forth in OMB Circular 
No. A-19 at any stage of the legislative coordination and clearance 
process as set forth in that Circular. 

A record from this system of records may be disclosed as a rou 
tine use to a Member of Congress or to a Congressional staff 
member in response to an inquiry of the Congressional office made 
at the request of the individual about whom the record is main 
lained. 

A record from this system of records may be disclosed to of¬ 
ficers and employees of the General Services Administration in 
connection with administrative services provided to this agency 
under agreement with GSA. 
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